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MISCELLANEOUS INSURANCE LEGISLATION 


WEDNESDAY, MARCH 16, 1960 


Hovss or REPRESENTATIVES, 
SUBCOMMITTEE ON INSURANCE 
OF THE COMMITTEE ON VETERANS’ APFAIRS, 
Washington, D.C. 


The subcommittee met at 10 a.m., pursuant to call, in room 356, Old 
House Office Building, Hon. Walter S. Baring (chairman of the sub- 
committee) presiding. 

Mr. Barina. The subcommittee will come to order. 

We are meeting this morning to open hearings on all pending in- 
surance bills, of which there are 34 in number. 

Without objection, I will insert in the record at this point the ex- 
planation of the bills, together with the Veterans’ Administration 
reports received thereon as well as certain other data pertinent to the 
general subject. 

(The information referred to follows :) 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR 
or VETERANS’ AFFAIRS, 
Washington, D.C., May 5, 1969. 
Hon. Ourn E, Teacus, 
Chairman, Committee on Veterans’ Affairs, House of Representatives, 
Washington, D.C. 

Dear Mr. Teacue: The following ‘comments are submitted in re- 
sponse to your request for a report on H.R. 4657, 86th Congress. 

The purpose of the bill is to permit policyholders with service- 
connected disabilities less than total in degree, who cannot meet 
good health requirements because of such disabilities, to exchange 
the $5 total disability income provision which they now have in their 
policies (under sec, 602(v) of the National Service Life Insurance 
Act) for the $10 total disability income provision authorized under 
present law (sec. 715 of title 38, United States Code). The bill 
would waive the good health requirements of the present law as to 
such disabilities, but the other requirements would have to be met. 
The premiums paid on disability income coverage issued under the 
bill would be credited directly to the national service life insurance 
appropriation, and payment of benefits on such coverage would be 
made directly from such appropriation. 

Section 715 of title 38, Unite States Code, authorizes the Adminis- 
trator to include a total disability income provision in certain national 
service life insurance policies upon application by the insured, proof 
of his good health, and payment of an extra premium. Such provi- 
sion is not available to persons issued service disabled veterans insur- 
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ance under section 620 of the National Service Life Insurance Act or 
section 722(a) of the code. Under such provision if the insured 
becomes totally disabled for a period of 6 consecutive months or more, 
commencing after the date of application for the provision, before 
attaining the age of 60, and while the payment of any premium is not 
in default, he is paid $10 per month for each $1,000 of insurance in 
effect. The disability benefit is payable from the first day of the 
seventh consecutive month of and during the continuance of the total 
disability. 

The original total disability income provision authorized for inclu- 
sion in policies under section 602(v) of the National Service Life 
Insurance Act pays only $5 per month for each $1,000 of insurance in 
effect. Public Law 85-678, effective November 1, 1958, amended 
section 602(v) to authorize inclusion in policies of a total disability 
income provision which pays $10 per month for each $1,000 of Bach 
insurance. Public Law 85-678 specifically provided that the new $10 
coverage could not be added to a policy containing the old $5 coverage 
except upon surrender of the $5 coverage, proof of good health and 
payment of an extra premium. This provision is also in existing law 
(38 U.S.C. 715) and it is this good health requirement which would be 
waived by the bill. 

The proposed legislation has no time limitation for filing applica- 
tion thereunder. Thus, persons who have the $5 total dicability 
income provision could continue to pay the lower premium and delay 
applying for the $10 provision until their disability appeared likely to 
become total in the near future. They could at that time apply for 
the $10 total disability income coverage and shortly thereafter receive 
the benefits thereof. Disabled World War II veterans eligible to 
apply for the $5 total disability income provision under section 602(v) 
of the National Service Life Insurance Act, as added August 1, 1946, 
were required to make application therefor prior to January 1, 1950, in 
order to secure a waiver of their service-connected disabilities. 

The proposed legislation is discriminatory. Eligibility under the 
bill is restricted to those service-connected disabled persons who have 
the $5 total disability income provision in force. All other insureds 
who are in good health except for a service-connected disability less 
than total in degree would be ineligible for the $10 total disability 
income provision under the bill. The bill would exclude many 
insureds with a service-connected disability who never had the total 
disability income provision as well as those who are unable to reinstate 
a lapsed total disability income provision. Further, the proposed 
legislation would serve as a precedent for the enactment of legislation 
to extend the total disability income provision to persons issued 
service Disabled veterans insurance under section 620 of the National 
Service Life Insurance Act and section 722(a) of the code, with a 
similar waiver of their service-connected disabilities. As you know, 
the service disabled veterans insurance is generally held by impaired 
risks and has required substantial appropriations by the Corigress 
to meet the obligations under the insurance. 

Persons who would be permitted to obtain the $10 total disability 
income provision under the bill are not good insurance risks. For 
example, experience on the $5 total disability income provision which 
was issued under section 602(v) of the National Service Life Insurance 
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Act to persons who were suffering from a service-incurred disability 
shows that the premium charges are only about 50 percent of those 
needed to bear the cost of the benefit. Hence, the premiums paid 
by insureds under the bill would be nominal, and bear little relation- 
ship to the risk incurred or to the benefits afforded. Therefore, a 
large part of the cost of benefits extended by the bill would be a 
gratuity paid for by the Government. 

There is no basis on which an accurate estimate can be made of 
the number of persons who would apply for the $10 total disability 
income provision under the bill. At the present time there are 
slightly less than 2,300 total disability income provisions in force 
where the requirement of good health was waived under section 602(v) 
of the National Service Life Insurance Act, and where the insured is 
not now totally disabled. There are no figures available as to the 
number of insureds who were in good health at the time they were 
issued the $5 total disability income provision but who are now 
suffering from a service-connected disability less than total in.degree. 

Based on an arbitrary assumption that 1,200 total disability income 
provisions would be issued under the bill, its estimated cost, if enacted, 
would be as follows: 

(1) The first yor following enactment would show about a 
$10,000 excess of premium income over claim payments because 


the insured must be totally disabled for 6 months before pay- 
ment of the benefit. 

(2) In the second to fifth year following enactment the excess 
of benefit payments over premium income would average about 
$12,000 per year and would be borne by the Government. 

(3) The administrative cost would be about $8,000 for the 


first year, and negligible for the following 4 years. 

The bill would be effective the date of its enactment, thus allowing 
no time for the preparation of procedures, printing of forms, and dis- 
semination of advance information to policyholders. If the bill is 
favorably considered by your committee it should be amended to 
become effective not earlier than the first day of the second calendar 
month following the month of enactment. 

For the reasons stated the Veterans’ Administration is unable to 
recommend favorable consideration of H.R. 4657 by your committee. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee and that, for the reasons stated therein, the Bureau recom- 
mends against favorable consideration of H.R. 4657. 

Sincerely yours, 
SumNER G. WHITTIER, 
Administrator. 


VeTERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., June 11, 1959. 
Hon. E. 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 
Dear Mr. Tracue: The following comments are submitted in 
response to your request for a report on H.R. 4658, 86th Congress. 
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The purpose of the bill is to permit service disabled veterans 
insurance policyholders whose service-connected disabilities are less 
than total in degree, and who otherwise meet good health require- 
ments, to add to their policies the total disability income provision 
authorized under section 715 of title 38, United States Code. The 
bill would waive the good health requirements of section 715 as to 
such disabilities, but the other requirements of the law would have 
to be met. The premiums paid on the disability coverage issued 
under the bill woukd be eredited directly to the national service life 
insurance appropriation, and any payment of benefits on such coverage 
would be made directly from such appropriation. 

Section 715 of title 38 authorizes the Administrator to include a 
total disability income provision in national service life insurance 
policies, except policies of service disabled veterans insurance, upon 
application by the insured, proof of his good health, and payment of 
an extra premium. Under such provision if the insured becomes 
totally disabled for a period of 6 consecutive months or more, com- 
mencing after the date of application for the provision, before attain- 
ing the age of 60, and while the payment of any premium is not in 
default, he is paid $10 per month for each $1,000 of insurance in effect. 
The disability benefit is payable from the first day of the seventh con- 
secutive month of and during the continuance of the total disability. 

Section 722 of title 38, United States Code (formerly sec. 620 of the 
National Service Life Insurance Act), authorizes the issuance of na- 
tional service life insurance to veterans who have a service-connected 
disability for which compensation would be payable if 10 percent or 
more in degree, and who are otherwise in good health. This service 
- disabled veterans insurance may be issued only if the veteran was re- 
leased from active service on or after April 25, 1951, under conditions 
other than dishonorable. Except in certain mentally incompetent 
cases application for such insurance is required to be made within 1 
be from the date service connection of the disability is determined 

y the Veterans’ Administration. 

Service disabled veterans insurance is nonparticipating. Premiums 
thereon are credited directly to a revolving fund in the Treasury 
(service disabled veterans insurance fund), and payments on the imsur- 
ance are made directly from such fund. The insurance is not self- 
supporting, and the Congress has appropriated considerable sums to 
the fund since it was established in 1951. In view of the p 
and availability of the revolving fund in the Treasury, it is not clear 
why the bill proposes that premiums on the disability coverage should 
be credited to, and payment of benefits thereon made from, the 
national service life insurance appropriation. 

The proposed legislation has no time limitation for filing application 
thereunder. Under the bill eligible veterans could delay Joes arse for 
the total disability income provision until their disability appeared 
likely to become total in the near future. They could at that time 
apply for the provision and shortly thereafter receive the benefit. 
It is noted that disabled World War II veterans eligible to apply for 
the $5 total disability income provision under section 602(v) of the 
National Service Life Insurance Act, as added August 1, 1946, had 
to make application therefor prior to January 1, 1950, in order to 
secure a waiver of their service-connected disabilities. Further, under 
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section 722 of the code application for service disabled veterans insur- 
ance must be made within 1 year from the date service connection 
of the disability is determined by the Veterans’ Administration. There 
appears to be no logical reason to grant such persons an unlimited 
time within waich to apply for the total disability income coverage, 
while at the same time restricting their application for insurance to 
the 1-year period. 

The bill is discriminatory in that it waives good health requirements 
only for those persons who have insurance issued under section 722 of 
the code, or the former section 620 of the National Service Life Insur- 
ance Act. All other national service life insurance policyholders who 
are in good health except for a service-connected disability less than 
total in degree would be ineligible for the total disability provision 
under the bill. There are undoubtedly a number of disabled partici- 
pating and nonparticipating policyholders who were issued insurance 
prior to April 25, 1951, who would not be eligible for the total disability 
income provision under the proposed legislation. Also, persons issued 
veterans special term insurance under section 621 of the National 
Service Life Insurance Act who have a service-connected disability 
would continue to be ineligible for the total disability income provision 
under the bill. 

Persons who would be permitted to obtain the total disability in- 
come provision under the bill are not good insurance risks. The 
experience of the Veterans’ Administration with the total disability 
income coverage issued under section 602(v) of the National Service 
Life Insurance Act to persons similarly disabled shows that the pre- 
mium charges cover only about 50 percent of the benefit costs. Hence, 
the premiums paid by the insureds under the bill would be nominal, 
and would bear little relationship to the risk incurred, or to the bene- 
fits afforded. Therefore, a large part of the cost of benefits extended 
by the bill would be a gratuity paid for by the Government. 

At the end of February 1959 there were about 30,000 policies of 
service disabled veterans insurance on which waiver of premiums for 
total disability had not been granted (i.e., the insureds were presum- 
ably less than totally disabled). Also, it is estimated that in the 
future between five and six thousand policies of such insurance will 
be issued annually where the insured will not be totally disabled at 
the time of issuance. No accurate estimate can be made of the num- 
ber of persons who would apply for the benefit under the bill. How- 
ever, based on an arbitrary assumption that approximately 8,000 
total disability income provisions will be issued under the bill the 
first 5 years after its enactment and assuming that the premium 
rates and claims experience on the total disability income provisions 
issued under the bill will be the same as for the total disability pro- 
vision issued to World War II veterans with a service-incurred dis- 
ability, it is estimated that for the first 5 years the additional cost 
to the Government would be as follows: 
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1 The Ist year following enactment would result in an excess of premiums over claims payments of about 
$40,000, because the total disability income benefit is not payable until the lst day of the 7th consecutive 
month of total disability. 


The administrative costs of the bill, if enacted, would be as follows 
for the first 5 years: 


Year: Cost 


The bill, if enacted, would be effective the date of its enactment, 
thus allowing no time for the preparation of procedures, printing of 
forms, and dissemination of advance information to policyholders. 

‘If the bill is favorably considered by your committee it is recom- 
mended that it be made effective the first day of the fourth calendar 
month following the month of enactment. 

For the reasons stated the Veterans’ Administration is unable to 
recommend favorable consideration of H.R. 4658 by your committee. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee and that, for the reasons stated therein, the Bureau recommends 
against favorable consideration of H.R. 4658. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., July 15, 1959. 

Hon. E. Tracue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Txracue: The following comments are submitted in 
response to your request for a report on H.R. 274, 86th Congress. 

Under existing law (38 U.S.C. 712(a)) payment of premiums on 
national service ‘life insurance may be waived during the continuous 
total disability of the insured, which continues or has continued for 
six or more consecutive months, if such disability began (1) after the 
date of his application for insurance, (2) while the insurance was in 
force under premium-paying conditions, and (3) “before the insured’s 
siatieth birthday.’’ [Italic supplied.} The bill would amend the cited 
section to delete the last requirement. In other words, such an 
amendment would authorize waiver of premiums on national service 
life insurance for 6 or more months of continuous total disability 
regardless of the age of the insured at the time such total disability 
commenced. 
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The bill is contrary to commercial life insurance practice. Com- 
mercial insurers generally limit waiver of premiums for total disability 
to cases in which the disability occurs before age 60, although some 
companies limit such coverage for females to age 55. No commercial 
insurer grants disability waiver of premiums without an age limitation. 

The age limitation is necessary because of the rapid increase in 
the rate of disability after age 60. Excepting persons whose dis- 
abilities are deemed total by statute (such as loss of both feet, hands, 
eyes, etc.), a substantial number of those who qualify for waiver of 
premiums at the younger ages eventually recover from their total 
disability. At ages over 60 it becomes increasingly difficult to 
establish whether or not it is possible for the insured, in the language 
of the regulation, “to follow any substantially gainful occupation” 
and the rate of recovery from total disability in such cases is very 
small. Also, where the insured is in retirement or semiretirement it 
is difficult to determine whether he is unable to work by reason of 
disability or by reason of choice. The criteria generally applied to 
determine the existence of total disability commencing before the 
insured’s 60th birthday for the purpose of waiving premiums on 
national service life insurance, if applied in cases where the total 
disability commenced at ages over 60, would in almost every case 
result in waiver of premiums for the remainder of the premium- 
paying period. The probability of total disability increases after 
the 60th birthday to such an extent that waiver of premiums after 
that age would result in an excessive loss of premiums. 

The cost of providing waiver of premiums on account of total disa- 
bility is not the same for all policyholders, but varies with the plan of 
insurance and the age of the insured. If the age limitation were re- 
moved, as proposed, the cost would be much greater under the unre- 
stricted renewable term and ordinary life plans than under the 
limited payment life and endowment plans. Under the former the 

rotection would continue for the whole period of life, while under the 
atter it would cease at the end of the premium-paying period (20 years, 
30 years, age 60, or age 65). Furthermore, the cost under any given 
plan increases with the age of the insured. 

Since no additional premium is charged for the benefit granted under 
the bill, liability therefor would be governed by the provisions of 
existing law concerning liability for settlement of the life insurance. 
Hence, the benefit cost on the participating insurance would be borne 
by the national service life insurance fund and the benefit cost on the 
nonparticipating insurance would be borne by the revolving funds, or 
the insurance appropriation as the case may be. 

On the participating insurance it would be necessary to make pro- 
vision for the additional cost out of earnings which would otherwise 
be distributed as dividends. It would be necessary to establish and 
maintain substantial reserves against the probability that practically 
all insureds affected would become totally disabled within the terms 
of the law by age 70 or thereabouts. Dividends on most plans would 
have to be cut sharply, and at the higher ages at issue eliminated 
entirely. Since the gross premium charged would be insufficient to 
cover both the death and disability benefits for policyholders in this 
latter group, they would have to be subsidized to a greater or less 
extent by other participating policyholders. 
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The bill is very discriminatory. It would grant additional coverage 
without cost to nonparticipating policyholders whose premium- 
paying period extends beyond age 60. All other nonparticipating 
a icyholders would receive no benefits under the bill. On the other 

and, participating policyholders would be required to pay for the 
benefit (through a reduction or elimination of their dividends). 
Further, as stated, the cost of the benefit for the participating policy- 
holders issued insurance at the older ages would have to be subsidized 
by the other participating policyholders some of whom would not be 
eligible for benefits under the bill because their premium-paying period 
expires prior to age 60. 
ince total disability waiver without age limitation is not offered 
commercially, or otherwise, the Veterans’ Administration has no data 
upon which to base an estimate of the benefit cost to the Government 
should the bill be enacted. Such cost with respect to participating 
insurance would be the cost of those total disability claims for waiver 
of premiums that are traceable to the extra hazard of military and 
naval service. On nonparticipating imsurance the Government 
would be required to appropriate money to bear the cost of the 
additional benefit which cannot be covered by premium income. 
Such cost would not emerge until the insureds pass age 60. This will 
not occur in volume for at least 10 years on participating insurance 
and for 25 years on most of the nonparticipating insurance. Even- 
tually, however, the cost probably would be many millions of dollars 
er year. 
. If the bill is enacted it is estimated that the administrative cost to 
the Department of Insurance would be about $345,000 the first year 
and $22,000 a year for each of the following 4 years. 

In view of the unsound insurance practice proposed, the discrimina- 
tory features involved, and the future cost which would result from 
the bill, I strongly oppose favorable consideration of H.R. 274 by 
your committee. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report to the committee and, for the reasons stated 
therein, the Bureau strongly recommends against favorable considera- 
tion of this bill. 

Sincerely yours, 
Braprorp Morse, 
Deputy Administrator. 


VETERANS’ ADMINISTRATION, 
OrricE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., July 20, 1959. 
Hon. Ourn E. Teacup, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 
Dear Mr. Teague: The following comments are submitted in 
response to your request for a report on H.R. 4304, 86th Congress. 
he purpose of the bill is to include a total disability income pro- 
vision in all national service life insurance policies, except policies 
of service-disabled veterans insurance. The coverage would be 
provided without requring an application, payment of an extra 
premium, and proof of the insured’s good health. Under the bill an 
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insured who becomes totally disabled for a period of 6 consecutive 
months or more commencing before he attains the age of 60 and while 
the payment of any life insurance premium is not in default would be 
paid $10 monthly for each $1,000 of insurance in effect. Total 
disability income provisions heretofore added to policies upon the 
payment of an extra premium would be canceled, and the coverage 
under the bill substituted therefor. 

The bill establishes as an effective date the first day of the first 
calendar month which begins after the date of its enactment. How- 
ever, it also provides that the benefit will be payable from the first 
day of the seventh consecutive month of and during the continuance 
of the qualifying total disability. These provisions appear to be in 
conflict, but for the purpose of this report it is assumed that with 
respect to those insureds whose qualifying total disability commenced 
6 or more months prior to the bill's effective date, benefits would only 
be payable on and after that date. 

he bill would grant total disability income coverage free of cost to 
holders of approximately 675,000 policies of nonparticipating insurance 
issued under section 621 of the National Service Life Insurance Act. 
On the other hand, holders of approximately 5.4 million policies of 
participating national service life insurance would have to bear the 
cost of their total disability income protection, through a reduction 
or elimination of their dividends. further discrimination lies in 
the fact that approximately 37,000 policies of service disabled veterans 
insurance are specifically excluded from benefits of the bill, and the 
holders of about 345,000 U.S. Government life insurance policies 
would not be eligible for such benefits. 

The bill presents serious questions with respect to participating 
insurance. One involves the legality of canceling existing total dis- 
ability income riders without the consent of the insureds. These 
provisions were included in the contracts under specified conditions 
without reservation to the Government of the privilege of unilateral 
cancellation. Another question is whether the participating policy- 
holders may be compelled to take and indirectly pay for (through a 
reduction or elimination of their dividends) the total disability income 
cotetnges whether they want it or not. It is significant that rela- 
tively few policyholders (about 121,000) now have the total disability 
coverage which has been available since 1946. This compulsory fea- 
ture of the bill is contrary to the voluntary nature of the Govern- 
ment life insurance programs. 

As stated, the bill would grant total disability income coverage 
without charging the policyholders an additional premium therefor. 
As the bill is silent as to how the cost of the additional benefit is to 
be borne, it is assumed that liability for the benefits granted would 
be governed by the provisions of existing law concerning liability for 
settlement of the life insurance. 

Under 38 U.S.C. 723, premiums paid on insurance issued under 
section 621 of the Neticnel Service Life Insurance Act are credited to 


a revolving fund in the Treasury, and liabilities under such insurance 
are borne by that fund. Since such insurance is nonparticipating 
any moneys in the fund, after all claims are paid, belong to the Govern- 
ment. Thus the cost of the total disability benefits provided by the 
bill for such policyholders would be berne by the Government, 
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_ The Government would also bear the cost of the total disability 
income provision added by the bill to certain policies issued under 
section 602(c)(2) of the National Service Life Insurance Act where 
the requirement of good health was waived because of a service- 
incurred disability less than total in degree. The premiums on such 
insurance are deposited in the national service life.insurance appropri- 
ation and liabilities on the insurance are borne by that appropriation. 
Thus, the above-mentioned groups of policyholders would be granted 
a gratuitous benefit in the maximum amount of $100 monthly at 
Government expense. 

Under the law premiums on participating policies are deposited in 
the national service life insurance fund and liabilities on such insur- 
ance are paid from such fund except for claims traceable to the extra 
hazard of military or naval service. Thus fund belongs to the policy- 
holders and is administered by the Government as a trustee. Any 
excess in this fund resulting from gains and savings above that needed 
to maintain adequate reserves on the insurance is returned to the 
policyholders as dividends. The only source from which liabilities 
‘ under the proposed disability coverage could be paid (except in 
“extra hazard’”’ cases) would be the surplus in the national service 
life insurance fund which would otherwise be distributed as dividends. 
Hence, the effect of the bill would be to require the participating 
policyholders who are in good health to bear the cost of benefits 
ain to persons who are totally disabled or poor insurance risks 
on the date of enactment of the bill. 

It is estimated that the bill, if enacted, will immediately obligate 
the national service life insurance fund for about $40 million per year 
to pay disability benefits to participating policyholders who are 
presently totally disabled. Future benefit claims on the participating 
insurance would average about $100 million additional each year for 
the next several years. Thus, the surplus in the fund available for 
distribution as dividends would be reduced by about $140 million 
per year. Approximately $217 million in dividends were paid to 
policyholders during the fiscal year 1958. In most cases it would be 
possible to deduct the costs of the bill allocable to each class of partici- 
pating insureds from their dividends. However, on some plans between 
ages 50 and 60, the total disability benefit cost would be so large as to 
wipe out the dividends completely and leave some additional cost to 
be assumed by the other policyholders. 

The benefit cost of the bill which the Government would have to 
bear would arise from (1) participating insurance because of claims 
traceable to the extra hazard of service, (2) insurance issued under 
section 602(c)(2) of the National Service Life Insurance Act where 
the requirement of good health was waived, and (3) nonparticipating 
insurance issued under section 621 of that act. The benefit cost as to 
insureds in these groups who are currently totally disabled would 
be about $21,200,000 annually. The benefit cost on future claims 
would be about $900,000 the first year and about $4 million for each 
of the next 4 years. Thus, the benefit cost of the bill to the Govern- 
ment would be approximately $22 million the first year and $25 million 
for each of the next 4 years. 
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The administrative cost of the bill to the Department of Insurance 
for the first 5 years following the date of enactment is estimated as 
follows: 


Years: Cost 


In view of the compulsory features of the bill, the inequity of burden- 
ing the healthy participating policyholders with the cost of benefits 
payable to persons currently totally disabled, and the excessive benefit 
cost to the Government, oppose favorable consideration 
of the bill by your committee. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report to the committee and, for the reasons-stated 
therein, the Bureau strongly recommends against favorable considera- 
tion of the bill. 

Sincerely yours, 
SumMneR G. Wurrrier, 
Administrater. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., February 19, ioe. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives, 

ashington, D.C. 

Dear Mr. Speaker: There is transmitted herewith a draft of a bill 
to authorize a waiver of national service life insurance premiums to 
certain veterans who became totally disabled in line of duty between 
the date of application and the effective date of their insurance. 

The bill would add a new subsection (d) to section 712 of title 38, 
United States Code, to grant a waiver of payment of national service 
life insurance premiums, upon application, in any case in which an 
insured, during World War II or the early Korean conflict, became 
totally disabled in line of duty after making application for insurance 
and prior to the effective date thereof and remained continuously 
totally disabled to date of death or the date of enactment, whichever 
is earlier. A waiver of premiums under this subsection would render 
the insurance nonparticipating while the waiver is in effect. 

Under the National Service Life Insurance Act of 1940, insurance 
could be made effective subsequent to the date of application but not 
later than the first day of the following month. During World War 
II cases arose in which servicemen applied for insurance with a later 
effective date and thereafter died in line of duty prior to that date. 
It is understood that at certain posts the selection of a deferred effec- 
tive date was suggested to the applicant for reasons of administrative 
convenience. In other cases, certain servicemen, although in hazard- 
ous service, were perhaps not aware or apprised of the possible con- 
sequences. To provide relief in that type of case the Congress, by 
section 8 of the Insurance Act of 1946 (Public Law 589, 79th Cong., 
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Aug. 1, 1946), amended the law to require the Government to assume 
liability for the amount of insurance applied for, notwithstanding the 
applicant’s death before the effective date. 

he 1946 amendment did not cover the related hardship cases in 
which the insured did not die but became totally disabled in line of 
duty before the postdated effective date of his insurance. The in- 
sureds in these cases, although totally disabled, are not eligible for a 
waiver of premiums because the law requires that the disability must 
have begun while the insurance was in force. The draft bill, if enacted, 
would authorize waiver of premiums in these cases if the insured re- 
mained totally disabled until the date of his death or the date of enact- 
ment, whichever is earlier. In addition to covering World War II 
total disability cases, the draft bill also applies to similar cases during 
that portion of the Korean conflict when insurance could be issued to 
persons in the active service. 

The proposal would require an application for its benefits within 2 
years after the date of enactment. An extension of the time for 
epplyin would be provided for insane persons and minors. The 
bill could revive certain lapsed contracts of insurance but would 
preclude payment of benefits in any case where servicemen’s indemnit 
or certain gratuitous veterans’ disabled insurance has been paid. 
Any insurance placed in force by reason of the proposal together with 
any other Government insurance in force could not exceed $10,000 
and would be reduced by any award of so-called World War II 
gratuitous insurance. 

The proposal would render the insurance nonparticipating during 
the period the premiums are waived. This ae permit a setoff of 
any dividends which may have been paid on such insurance against 
any premium refund under the bill and preclude future dividends 
while the waiver continues. Since the gratuitous waiver of premiums 
would be at the expense of the Government, it is believed that the 
insured should not also be paid dividends on his insurance contract 
during the period of the waiver. 

Data are not available upon which to base an accurate estimate of 
the cost of the draft bill, if enacted. However, it is believed that it 
would be relatively small. 

This proposal would provide equitable relief in a small number of 
meritorious cases snd is thought to constitute a logical extension of the 
policy adopted by the Congress in the case of death in line of duty 
prior to the effective date of insurance. It would provide essentially 
uniform treatment to these two similar groups. 

In view of the foregoing, it is respectfully requested that the 
proposed legislation be introduced and considered for enactment as 
soon as possible. 

The Bureau of the Budget advises that there is no objection to the 
presentation of the draft bill to the Congress for its consideration. 

Sincerely yours, 
Sumner G. WHITTIER, 
Administrator. 
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VETERANS’ ADMINISTRATION, 
DEPARTMENT OF INSURANCE, 
Orrice or Cuter InsurANcE Director, 
Washington; D.C., August 13, 1959. 
Hon. Ourn E. Teague, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Teacue: In response to your request, I am enclosing 
a set of tables, bringing Committee Print No. 98, 85th Congress, up 
to January 1960. 

As before, these figures are based on the assumption that dividends 
are paid up to the paid-up age, but not thereafter. If the dividends 
are treated as described in our letter to you, dated April 30, 1957 
(reprinted on pp. 5-6 of Committee Print No. 98), the estimated costs 
on national service life insurance are as follows: 


Cost assuming suspension of dividends on national service life insurance policies 
but payment at withdrawal or death at— 


Very truly yours, 
H. Strong, 
Chief Insurance Director. 
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Estimated cost of paying up term policies at age 60 
U.S. GOVERNMENT LIFE INSURANCE 


Average amount of business 


in force at age 60 Estimated claims for period 
and above 
Year 

Amount of Amount of 

Number of | insurance (in} Number of | insurance (in 

policies thousands of policies thousands of 

dollars) dollars) 
$88, 042 829 $5, 082 
86, 179 880 5, 440 
82, 077 919 5, 673 
77, 248 941 5, 850 
71, 900 960 5, 961 
55, 087 4, 661 29, 165 
30, 341 3, 561 22, 604 
15, 555 2, 009 13, 062 
7,777 933 6, 128 
2, 203 782 5, 138 
16, 476 104, 103 
NATIONAL SERVICE LIFE INSURANCE 
1960. 41, 521 , 947 1,013 $6, 357 
1961 50, 412 324, 452 1, 260 7, 980 
1962. 60, 101 392, 527 1, 534 9, 841 
1963 70, 721 468, 198 1, 851 12, 011 
1964____ 82, 211 550, 771 2, 201 14, 453 
DL onttininebohuisswebihbulekhentvanenaweencld 154, 223 1, 071, 901 20, 376 138, 511 
1970-74. .......... 326, 129 2, 329, 099 47, 346 333, 

1975-79._...... 554, 852 3, 980, 270 89, 021 633, 39. 
1980-84____.... abet 814, 599 5, 889, 860 147, 130 1, 055, 018 
1985 and later_.- me , 3, 417, 465 1, 376, 469 10, 543, 096 
Total... 1, 688, 201 12, 753, 751 

TOTAL 

1960. 55, 581 $351, 989 1, 842 $11, 439 
1961 64, 101 410, 631 2, 140 13, 420 
1962_- g 73, 101 474, 604 2, 453 15, 514 
1963__- , 930 545, 446 2, 792 17, 861 
1964___ 93, 553 622, 671 3, 161 20, 414 
1 162, 866 1, 126, 988 25, 037 167, 676 
1970-74 f 2, 359, 440 50, 907 355, 695 
on gt , TTT: 557, 213 3, 995, 825 91, 030 646, 455 
1 tae r 815, 777 , 897, 637 148, 063 1, 061, 146 
1985 and later - 244 3, 419, 668 1, 377, 252 0, 548, 234 
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Estimated cost of paying up term policies at age 65 


U.S. GOVERNMENT LIFE INSURANCE 


Average amount of business 
in force at age 65 


Estimated claims for period 


and above 
Year 
Amount of Amount of 
Number of | insurance (in| Number of | insurance (in 
policies thousands of policies thousands of 

dollars) dollars) 
1960. 7, 375 $44, 205 534 $3, 178 
1961 a 8, 289 49, 843 626 3, 738 
1962 te 8, 927 54, 057 713 4, 276 
9, 243 56, 579 781 4,724 
1964... 9, 336 57, 824 837 5, 097 
1965-69 7, 886 49, 719 4,372 27, 089 
1970-74. 4, 298 i 3, 383 21, 300 
1975-79. 1, 876 12, 148 1, 867 11, 973 
1980-84. 921 6, 112 847 5, 521 
1985 and later... 316 750 4, 893 
Total... 14, 710 91, 789 

NATIONAL SERVICE LIFE INSURANCE 
10, 656 $66, 717 364 $2, 223 
13, 203 83, 452 2, 804 
16, 924 106, 785 556 3, 482 
22, 116 139, 192 720 4, 490 
27,979 176, 417 923 5, 779 
1 Bodie iawn 46, 005 301, 074 8, 751 56, 317 
BEE, nnwoshebiddlecccnscetabingliienccoadebbiin 114, 833 797, 463 22, 132 150, 559 
1975-79__..- 239, 703 1, 709, 960 50, 287 354, 243 
I, cnciecebbielibucwdenahuteecbblndaacsadubbicke 401,015 2, 870, 959 91, 925 654, 321 
1, 922, 160 1, 020, 962 7, 662, 085 
Total __ Lanka 1, 197, 072 8, 896, 303 
TOTAL 

18, 031 $110, 922 $5, 401 
21, 492 133, 34 1,078 6, 542 
25, 851 160, 842 1, 269 7, 758 
31, 359 195, 771 1, 501 9,214 
37, 315 234, 241 1, 760 10, 876 

53, 891 350, 793 13, 123 83, 
119, 131 824, 926 25, 515 171, 859 
241, 579 1, 722, 108 52, 154 366, 216 
401, 936 2, 877, 071 92, 772 659, 842 
268, 955 1, 924, 248 1, 021, 712 7, 666, 978 
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Estimated cost of paying up term policies at age 70 
U.S. GOVERNMENT LIFE INSURANCE 


Average amount of business 


in force at age 70 Estimated claims for period 
and above 


Amount of Amount of 

Number of | insurance (in| Number of |insurance (in 
policies thousands of policies thousands of 

dollars) dollars) 


NATIONAL SERVICE LIFE 


1960. 2, 515 $14, 305 122 $674 
1961... 3, 190 18, 691 156 887 
1962. oan a 4, 128 24, 836 199 1,172 
1963_. 5, 329 32, 703 261 1, 567 
1964. 6, 762 42, 032 333 2, 

i itsansteiteninosonsdsbginisasibewasasmiiein 13, 480 85, 241 3, 21, 716 
1970-74 36. 010 236, 844 9, 918 64, 217 
SE nncncdestinniiencasnwehidhipuiamsinnanaesaiel 89, 485 625, 187 4, 736 169, 767 
I niseththtabbesess 184, 259 1, 321, 173 55, 331 392, 84 
1985 and later... copdidadenisccipiwoe 130, 475 937, 964 704, 436 5, 143, 613 


3 
° 
4 
> 


1960. 4, 191 $24, 058 292 $1, 657 
5, 284 30, 995 374 2, 155 
1962_.. 6, 704 40, 135 473 2, 781 
1963....... a 8, 430 51, 181 598 3, 576 
1964. 10, 379 63, 608 741 4, 453 
1965-69 18, 143 113, 542 6, 414 39, 461 
1970-74. 39, 691 260, 171 12, 914 82, 934 
1975-79. 91, 062 635, 314 26, 415 180, 374 
“ 184, 826 324, 866 56, 397, 302 

1985 and later 130, 649 939, 110 705, 061 5, 147, 706 
399 


Marce 14, 1957. 
To: Chief Insurance Director. 


From: Associate General Counsel for Legislative Services. 
Subject: Request of Committee on Veterans’ Affairs for cost informa- 
tion and other data re proposed paid-up term insurance. 

1. The chairman, House Committee on Veterans’ Affairs, through 
the committee counsel, has requested certain information regarding 
cost and other aspects of a proposal to amend the law to provide 
that all U.S. Government moll NSLI policies issued under the World 
War Veterans’ Act and section 602 of the NSLI Act on the 5-year 
level premium term plan be considered “paid-up” at (a) age 65; or 
(6), in the alternative, at age 70. 


2024 
2, 094 12, 304 218 1, 268 
2, 576 15, 299 274 1, 609 
3, 101 18, 478 337 2, 009 
3, 617 21, 576 408 2, 420 
4, 663 28, 301 2, 947 17, 745 
3, 681 23, 327 2, 996 18, 717 
sn 1, 577 10, 127 1,679 10, 697 
567 3, 693 692 4, 457 
174 1, 146 625 4, 093 
RANCE 
| 
5, 798, 401 
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2. The chairman is interested in an estimate of the number of 
policies, by veteran groups, which presently would come within the 
scope of the proposals; an estimate of the approximate number 
which might qualify annually thereafter; pertinent mortality data; 
the effect on other policyholders; the cost involved, particularly with 
respect to the effect on the trust funds; together with any other 
information which you feel would be pertinent to such proposals. 

3. We are informed that it may be assumed (1) that such policies 
would be required to be in force upon attainment of the stated ages; 
(2) that no minimum period for the payment of premiums ould be 
required; (3) that the present bar under section 619, NSLI Act as 
to issuance of insurance will continue; and (4) that current mortality 
experience will continue without substantial change in the future. 
Such additional arbitrary assumptions as may be necessary for your 
estimate purposes may be secured from Mr. E. B. Patterson, counsel 
to the committee. 

4. The chairman has asked for this information at the earliest 
practicable date and it will be appreciated if you will forward your 
reply through this office. 

T. F. Datey. 


Aprit 4, 1957. 


To: Associate General Counsel for Legislative Services. 

From: Chief Insurance Director. 

Subject: Request of Committee on Veterans’ Affairs—your memo- 
randum of March 14. 


1. The committee’s request is for cost data and other pertinent in- 
formation on the following question: 

How much will it cost and what will the effects be of suspendin 
all future premium payments on term policies after an insur 
attains age 60? age 65? age 70? 

The age 60 figures were requested by Mr. Patterson, committee 
counsel, as a result of a conversation that the Chief Actuary had with 
him on the general subject. 

_2. The total estimated cost is summarized in the following tabula- 
tion: 
Total cost to pay up term policies 


At age 60 


At age 65 


At age 70 


U.8. Government life insurance 


National service life insurance (par. only) 


Total. 


$121, 758, 000 
13, 056, 854, 000 


$109, 208, 000 
9, 321, 338, 000 


$80, 038, 000 
6, 038, 700, 000 


13, 178, 612, 000 


9, 430, 546, 000 


6, 115, 738, 000 


Detailed year-by-year figures on this cost as well as on the average 
number of policies and insurance in force in future years are shown on 
the attached pages. For example, we find that on the paid-up-at-65 
basis the annual cost initially will run a modest $4 million, will rise to 
a maximum of something between $300 million and $400 million, and 
then drop off gradually to zero as the business goes off the books. 

3. These calculations assume that dividends will be tary during 
the premium-paying period. If dividends were suspended and the 
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excess premium retained and applied at maturity to meet a portion 
of the cost of paying these policies up, the above cost figures would 
be affected to a considerable extent. To obtain an accurate estimate 
of the cost under these conditions would require long extensive calcu- 
lations, the expense of which could hardly be justified in view of the 
magnitude of this cost under any set of conditions. However, a very 
rough calculation on a unit basis with many broad assumptions as to 
average age, etc., indicates that the total cost on the paid-up-at-65 
basis might be reduced perhaps 35 to 40 percent if dividends were 
suspended for the premium-paying period but with the accumulation 
paid at death or withdrawal prior to age 65. 

4. Since the fund could not financially support any such scheme 
the extra cost of this added benefit would have to be borne by the 
Government through the medium of congressional appropriations. 


Sumner G. WuirttiEr. 
Estimated cost of paying up term policies at age 60 
U.S. GOVERNMENT LIFE INSURANCE 


Average amount of busi- 
ness in force at age 60 | Estimated claims for period 
and above 


Amount of Amount of 
insurance (in 
thousands 
of dollars) 


10, 786, 100 


471, 291 
dawg 13, 178, 612 


Number of 
policies 
14, 443 89, 748 739 4, 511 
14, 883 93, 445 813 5,010 
13, 717 87, 425 4, 831 30, 194 
9, 219 59, 391 4,971 31, 444 

5,014 32, 712 3, 798 24, 370 
1, 257 8, 385 995 6, 607 
ae NATIONAL SERVICE LIFE INSURANCE 

34, 146 217, 009 819 5, 169 
62, 050 409, 198 7, 996 51, 810 
156, 897 1, 096, 607 20, 729 141, 703 
331, 783 2, 382, 782 48, 167 340, 768 
564, 471 4, 072, 010 90, 564 647, 992 
828, 720 6, 025, 613 149, 681 1, 079, 335 
ae 470, 933 3, 496, 233 1, 400, 330 
TOTAL 
41, 413 260, 810 1, 372 8, 488 
49, 029 310, 454 1, 632 10, 179 
75, 767 496, 623 12, 827 82, 004 
_ 166, 116 1, 155, 998 25, 700 173, 147 
336, 797 2, 415, 494 51, 965 365, 138 
566, 989 4, 088, 780 92, 707 662, 075 
829, 977 6, 033, 998 150, 676 1, 085, 942 
| 
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Estimated cost of paying up term policies at age 65 
U.S. GOVERNMENT LIFE INSURANCE 


Average amount of busi- 
ness in force at age 65 | Estimated claims for period 
and above 


Amount of Amount of 
Number of | insurance (in 
policies thousands 

of dollars) 


28 


RSBeoro 


ona 


1975-79... 
1980-84... 
1985 and later... 


PONS 


| 


NATIONAL SERVICE LIFE 


one 


1985 and later... 


| 


1, 243, 218 


2 


1980-84 96, 368 
1985 and later. 279, 226 1, 060, 701 


Total... 1, 260, 442 


N 


2027 
4 | 
Year 
: 
INSURANCE 
17, 698 112, 431 3, 129 
119, 209 835, 275 22,975 
248, 838 1, 791, 037 52, 203 
416, 297 3, 007, 085 95, 428 
278, 876 2, 013, 299 1, 059, 869 ; 
TOTAL 
12, 888 78, 889 642 
| 123, 976 866, 316 26, 728 
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Estimated cost of paying up term policies at age 70 
U.8. GOVERNMENT LIFE INSURANCE 


Average amount of business 
in force at age 70 Estimated claims for period 
and above 


Amount of ° Amount of 
Number of | insurance (in| Number of | insurance (in 

policies thousands of policies thousands of 
dollars) dollars) 


1,174 6, 804 114 640 
3, 129 18, 989 1, 686 10, 166 
5, 584 34, 712 3, 529 21, 764 
4, 408 28, 611 3, 588 22, 957 
ten 1, 888 12, 421 2, O11 13, 120 
208 1, 405 748 5, 020 


2, 708 15, 200 183 1,015 
3, 600 20, 593 250 1, 425 
7, 618 46, 291 2, 793 16, 757 
1965-60... soup 19, 522 128, 428 7,114 44, 365 
| 41, 642 275, 111 13, 843 80, 792 
94, 413 663, 097 27, 587 189, 715 
te, EE ee iJ 191, 199 1, 379, 568 58, 040 414, 328 
1985 and later. 135, 116 977, 610 729, 119 5, 358, 341 


VETERANS’ ADMINISTRATION, 
DEPARTMENT OF INSURANCE, 
Washington, D.C., April 30, 1957. 


Hon. Ourn E. Teacus, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Tracue: The figures previously furnished you on the 
cost to pay up USGLI term policies at specified ages assume the sus- 
pension of all dividend payments after the paid-up age. For example, 
on the ‘‘Age 60” figures no dividends are payable on any policy after 
the attainment of age 60; similarly for ‘‘Age 65” and ‘‘Age 70.” 

In our previous submission we estimated in a very approximate 
manner the effect of suspending dividends on NSLI term during the 
premium paving period prior to 65 with the condition, however,that 
the dividend accumulation would be paid at death or withdrawal 
prior to that age. It is my understanding that a similar estimate is 
desired for the ‘‘Age 60” and ‘Age 70” figures. Proceeding along the 
same lines with the same broad assumptions that we previously made, 


Year 
= NATIONAL SERVICE LIFE INSURANCE 
1, 534 8, 396 69 375 
4, 439 27, 302 1, 107 6, 591 
13, 938 88, 716 3, 685 22, 601 
37, 234 246, 500 10, 265 66, 835 
ae. oe 92) 525 650, 676 25, 576 176, 595 
190, 520 1, 375, 038 67, 211 408, 862 
a: See. 134, 908 976, 205 728, 871 5, 353, 321 
a TOTAL 


5 
5 
5 
2. 
5 
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we find that a suspension of dividends as indicated would reduce the 
“Age 60” cost by somewhere between 25 and 30 percent, and the 
“Age 70” cost by somewhere between 45 and 50 percent. 


Very truly yours, 


Sumner G. WuittieEr, 


Chief Insurance Director. 


New cost assuming suspension of dividends on NSLI policies but payment at 


withdrawal or death at— 


Age 60........ $9, 139, 797, 800 


5, 592, 802, 800 
3, 067, 850, 000 


Pending insurance bills 


Introduce 


Explanation of bill 


Mr. Teague of Texas (by re- 
quest). 


Mr. Teague of Texas (by re- 
quest). 
Mr. Whitten 


3 


Mr. Teague of Texas 
Mr. Teague of Texas 
Mr. Teague of Texas (by re- 


quest). 
Mr, Teague of Texas 


8 8288 


£828 


& 


Jan. 7, 1959 
Jan. 7,1959 


Jan. 7, 1959 
Jan. 7,1959 
Jan. 12, 1950 
Jan. 12,1959 
Jan. 19, 1959 
Jan. 26, 1959 


Jan. 26,1959 
Feb. 9, 1959 


Feb. 9, 1959 
Feb. 9, 1959 


Feb. 17, 1959 


Feb. 17, 1959 
Feb. 24, 1959 
Feb. 24, 1959 
Mar. 9, 1959 
Apr. 14, 1959 


May 11, 1959 


Aug. 14, 1959 
Jan, 11, 1960 


Jan. 20, 1960 


Jan. 20, 1960 


To pay up certain World War I fnsurance at 


age 60. 

To provide waiver of premiums on national 
service life insurance policies for certain 
totally disabled veterans without regard 


to age. 

To provide additional option for converting 
national service life insurance. 

To restore for 1 year the right to apply for 
national service life insurance. 

To provide that certain World War I insur- 
ance shall be paid up at age 65. 

To require notice by certified mail of lapse 
of Government life insurance. 

To restore the right to apply for national 
service life insurance. 

To provide lump-sum payments to certain 
aS under National Service Life 

ee Act. 

To permit permanent plan U.S. Govern- 
ment life insurance policies and national 
service life insurance policies to be assigned 
as collateral for certain loans. 

To provide double-indemnity feature on in- 


surance contracts. 

Provide total disability income protection to 
certain veterans. 

Restore the right to apply for national service 
life insurance for 1 year. 

To permit service-connected veterans, who 
have disabilities less than total in degree, 
to increase total disability income pro- 
tection. 

To permit certain service-connected veterans 
to obtain total disability income protection. 

To restore for 1 year the right of veterans to 
apply for insurance 

To restore for 1 year the right of veterans to 
apply for insurance. 

To 1 the right of veterans to 

r 

To for certain 
under National Service Life 

urance Act. 

To provide that in the absence of a designa- 
tion of a beneficiary under the Servicemen’s 
Indemnity Act the designation under 
national service life insurance or 5. 
Government life insurance shall be the 
designated benefic 

To restore for 1 year the right to apply for 
insurance. 

To authorize settlement of certain insurance 
where the serviceman died after applica- 
tion but before effective date. 

To provide that interest rate on policy loans 
shall not be in excess of the average rate of 
return of the trust fund. 

To provide insurance for certain members of 
the Armed Forces who served after Oct. 7, 
1940, and prior to Aug. 4, 1942. 


f 
Bill No. Author SY 
| 
| 
HR, -| 
H.R, Mr. 
H.R. Mr. 
H.R. Mi W Meher 
H.R. Mr, 
H.R. | 
H.R. 
H.R. 4658 | Mr. Teague of Texas_.......- é 
H.R. Mrs. Rogers of Massachusetts_ 
- H.R. Mr. Ourtis of Missouri.......| 
P 
H.R. Mr. | 
H.R. Mr. Teague of Texas.........| ay : 
E.R. Mr, Teague of Texas.........| | 
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Pending insurance billx--Continued, 


Bill No. Author Introduce | Explanation of bill 


H.R. 9789 | Mr. Teague of Texas_....__.. Jan. 20, 1960 | To provide a double-indemnity feature in 
| national service life insurance policies, 
| _ with an additional premium therefor. 
H.R. 10063 | Mr. Morris of New Mexico...| Feb. 1,1960 | To restore for 1 year the right to apply for 
insurance. 
H.R. 10123 | Mrs. Rogers of Massachu- | Feb, 2, 1960 | To permit for 1 year the granting of national 
setts (by request). service life insurance to veterans with 
service-connected disabilities, and total 
disability income protection, 
Daring: Feb. 15, 1960 restore for 1 year the right to apply for 
urance. 
H.R. 10703 | Mr. Teague of Texas (by re- | Feb. 25,1960 | To grant a waiver of national service life 
quest). insurance premiums to veterans who be- 
come totally disabled in line of duty 
between date of application and effective 
date of insurance. 
H.R. 10891 | Mr. Teague of Texas (by re- | Mar. 3,1960 | To permit conversion of certain term poli- 
quest). cies of national service life insurance to 
policies which will be reduced in half at 
age 65, based on the 1950-54 intercompany 
table of mortality. 
H.R. 10892 | Mr. Teague of Texas (by re- | Mar. 3, 1960 | To permit conversion of certain term policies 
quest). of National Service Life Insurance to 
policies which will be reduced in half at 
age 65, based on the Commissioners 1958 
Standard Ordinary Table of Mortality. 
H.R. 11045 | Mr. Teague of Texas (by re- | Mar. 10,1960 | To permit conversion of certain term poli- 
quest). cies of national service life insurance to 
policies which will be reduced in half at 
age 65, based on the Commissioners 1958 
Standard Ordinary Table of Mortality. 
H.R. 11066 | Mr. Baring.........__..._.__- Mar. 11,1960 | Provides waiver on national service life 
insurance for those becoming totally dis- 
ones before age 65 instead of present limit 
Ai... 12067.| Mr. Baring. .....-<.2.005-..- Mar. 11, 1960 Gronte waiver of premium to certain veterans 
who became totally disabled in line of duty 
between date of application and effective 
date of insurance. 
H.R. 11008 | Mr. Bering... Mar. 11,1960 | Authorizes granting of waiver of national 
service life insurance premiums to certain 
veterans who became totally disabled 
prior to the date their policy lapsed but 
- failed to make timely application for 
waiver. 


AUTHOR INDEX 
Author Bill No. 


Mr. Baring, of Nevada | al H.R. 11066, H.R. 11067, H.R. 

Mr. Curtis, of Missouri H.R. 7051. 

Mr. Evins, of Tennesse H.R. 4924. 

Mr. Fino, of New York H.R. 6363. 

Mr. Harmon, of Indiana H.R. 3305. 

Mr. Lane, of Massachusetts H.R. 170. 

Mr. Libonati, of Illinois ~ H.R. 2246. 

Mr. Morris, of New Mexico H.R. 10063 

Mr. O’Konski, of Wisconsin H.R. ase. 

Mr. Randall, of H.R. 8687. 

Mrs. Rogers, of Massachusetts_.........___ H.R. 5437, H.R. 10123. 

Mr. Teague, of Texas -. H.R. 274, H.R ONT, a pee, H.R. 4304, 
H.R. 4305, H.R. 4657 , H.R. 4658, H.R. 
H. 891, 11 

Mr. Utt, of California__ H.R. 2. 

Mr. Whitener, of North Carolina____________ H.R. 2263, H.R. 2264 

Mr. Whitten, of Mississippi_..........__--_ H 


Mr. Willis, of Louisiana ELR. 4955. 


D 

5 
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SUBJECT INDEX 


Subject Bill No. 
of cortain terme BE. ty H.R. 11045. 
‘R. 274, H.R. 277, H.R. 2263, H.R. 3305, 
re in 8883, HAR.’ 6363, HR. 7051, 
a 9505, H.R. 9784, H.R. 9785, H.R. 10703, 
H.R. 11066, HR. 11067, H.R. 11068. 
’aid-up insurance at a given age , H.R, 
. H.R. 974, H.R. 2264, H.R. 4305, H.R. 4924, 
total Total disability income provision R j 
Aud (H.R. 170, 86th Cong., 1st sess.] 
4 ~ A BILL To amend section 301 of the World War Veterans’ Act, 1924, to provide that 
luty certain term insurance held by World War I veterans shall be considered as fully paid 
tive when the insured reaches the age of sixty-five 
poli- Be it enacted by the Senate and House of Representatives of the United States 
f to of America in Congress assembled, That section 301 of the World War Veterans’ 
a Act, 1924 (38 U.S.C. 512), is amended by adding the following new paragraph 
cat the end thereof : 
= “Each policy of United States Government life insurance on the five-year level 
at premium term plan, and each policy of yearly renewable term insurance, which 
1958 is in force on or after the date the insured thereunder has attained the age of 
ys sixty-five or on or after the date of enactment of this paragraph, whichever date 
ae last occurs, shall remain in force thereafter without any premium being paid 
f at therefor.” 
1958 
lite (H.R. 274, 86th Cong., ist sess.] 
mit A BILL To provide waiver of premiums on national service life insurance policies for 
aoe certain totally disabled veterans without regard to age limitations 
rd Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 712(a) of title 38, United States 
el Code, is amended to read as follows: 
led “(a) Upon application by the insured and under such regulations as the Ad- 
Dut ministrator may promulgate, payment of premiums on insurance may be waived 
for during the continuous total disability of the insured, which continues or has 
continued for six or more consecutive months, if such disability began (1) after 
_ the date of his application for insurance, and (2) while the insurance was in 
force under premium-paying conditions.” 
R (H.R. 277, 86th Cong., 1st sess. ] 
A BILL To amend section 723 of title 88, United States Code, to provide World War II 
veterans an additional option for converting their national service life insurance 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (b) of section 723 of title 
38, United States Code, is amended by striking out “section 621 of the National 
Service Life Insurance Act of 1940” and inserting in lieu thereof “the National 
Service Life Insurance Act of 1940 (except under section 620)”. 
4, 
R. 
3, 


(H.R. 974, 86th Cong., 1st sess.] 


A BILL To provide a one-year period during which certain veterans may be granted 
national service life insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, notwithstanding the provisions of sec- 
tion 619 of the National Service Life Insurance Act of 1940, as amended, in- 
surance may be granted under section 602(c) (2) of the National Service Life 
Insurance Act of 1940, as amended, upon application made in writing within 
one year after date of this enactment, and subject to the limitations provided in 
such sections. 
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Sec. 2. Notwithstanding any time limitation for filing application for insur- 
ance contained in section 620 or section 621 of the National Service Life Insur- 
ance Act of 1940, as amended, any person heretofore eligible to apply for 
insurance under such sections shall, upon application made in writing within 
one year after the date of this enactment, be granted insurance thereunder, sub- 
ject to the other limitations specified in such sections, except that where appli- 
eation for insurance under the provisions of section 621 of the Act is made more 
than one hundred and twenty days after separation from active service the 
applicant shall be required to submit evidence satisfactory to the Administrator 
of Veterans’ Affairs of good health at the time of such application. 


(H.R. 2246, 86th Cong., Ist sess. 


A BILL To amend section 301 of the World War Veterans’ Act, 1924, to provide that 
certain term insurance held by World War I veterans shall be considered as fully paid 
when the insured reaches the age of sixty-five 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 301 of the World War Veterans’ 
Act, 1924 (38, U.S.C. 512), is amended by adding the following new paragraph 
at the end thereof : 

“Hach policy of United States Government life insurance on the five-year level 
premium term plan, and each policy of yearly renewable term insurance, which is 
in foree on or after the date the insured thereunder has attained the age of sixty- 
five or on or after the date of enactment of this paragraph, whichever date last 
occurs, shall remain in force thereafter without any premium being paid there- 
for.” 


(H.R. 2263, 86th Cong., Ist sess. ] 
A BILL To require notice by certified mail of the lapse of Government life insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602(f) of the National Service 
Life Insurance Act of 1940, as amended, is amended by adding at the end thereof 
the following: “In the event of the lapse of any policy of national service life 

‘insurance or United States Government life insurance the Administrator is 
directed to send, within one week following expiration of the grace period, a 
notice of such lapse, with an explanation of the requirements for reinstatement 
of such insurance. Any such notice shall be sent by certified mail addressed to 

the last known address of the addressee.” 


(H.R. 2264, 86th Cong., ist sess.] 


A BILL To authorize the renewal of expired five-year level premium term national service 
life insurance where application for reinstatement is made prior to January 1, 1960 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That notwithstanding any provision of the 
National Service Life Insurance Act of 1940; as amended, any policy of national 
service life insurance on the five-year level premium term plan which has: hereto- 
fore lapsed for nonpayment of premiums may be reinstated, under terms and 
conditions prescribed by the Administrator of Veterans’ Affairs and without 
regard to expiration of the term period,.if application therefor is made prior 
to January 1, 1960. 


[H.R. 3305, 86th Cong., 1st sess. ] 


A BILL Te amend the National Service Life Insurance Act of 1940 to provide to lump-sum 
payments to certain beneficiaries under such Act 


Be ét enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602(h) of the National Service 
Life Insurance Act of 1940 (38 U.S.C. 802(h)) is amended by inserting after 
paragraph (3) the following new paragraph: 


4 { 
UBS 
3 
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“(4) (A) The beneficiary, whether or not the first beneficiary shall have the 
right to elect at any time to receive in one sum that part of the proceeds of 
the insurance which remaifis unpaid. Such part shall be computed by subtract- 
ing from the net value of the insurance upon maturity the aggregate of all 
payments made to the beneficiaries on account of such insurance. 

“(B) The Administrator shall send to each beneficiary of insurance which 
matured before August 1, 1946, a notice explaining the right of election granted 
by subparagraph (A). Such notice be sent by registered mail addressed to 
the last known address of the addressee.” 


(H.R. 3382, 86th Cong., 1st sess.] 


A BILL To amend the Veterans’ Benefits Act of 1957 to permit permanent plan United 
States Government life (converted) insurance policies national service life insurance 
policies to be assigned as collateral for certain loans 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That section 1001 of the Veterans’ 

Benefits Act of 1957 is amended by redesignating subsection (c) as subsection 

(d) and by adding immediately after subsection (b) the following new sub- 

section : 

“(c) The insured under a permanent plan United States Government life 
(converted) insurance policy or a permanent plan national service life insur- 
ance policy may, notwithstanding any other provision of law, assign such policy 
of insurance as collateral security for a loan made to him if (1) the person 
making such loan insures the borrower against death or permanent and total 
disability in the amount of the unpaid balance of the loan plus accrued interest 
and other charges on such loan with the person making such loan as the bene- 
ficiary, and (2) there is a provision im the contract for such loan that in the 
event of the death or permanent and total disability of the borrower no re- 
course shall be had against any permanent plan United States Government life 
(converted) insurance policy or any permanent plan national service life in- 
surance policy assigned as collateral security for such loan.” 

Seo. 2. The amendments made by this Act shall apply only with respect to 
loans made after the date of enactment of this Act. 


(H.R. 4808, 86th Cong., Ist sess.) 
A BILL To amend chapter 19 of title 38, United States Code, to provide a double indemnity 
feature in all contracts of national service life insurance 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subchapter I of chapter 19 of 
title 38, United States Code, is amended by adding at the end thereof the 
following new section : 


“$725. Double indemnity for accidental death 
“The Administrator shall add to each outstanding policy of national service 
life insurance, and to each policy hereafter issued, without additional premium 
therefor, provision for the payment of double the face amount of the policy in 
case of the death of the insured, while the payment of any premium is not in 
bars resulting directly and independently of all other causes from bodily 
injury— 
**(1) effected solely by external violent ‘and accidental means ; and 
“(2) occurring before the sixty-fifth birthday of the insured ; 
but only if the death occurs within ninety days after the injury is effected.” 
(b) The table of sections at the head of chapter 19 of title 38, United States 
Code, is amended by inserting immediately below 


“724. Inwervice waiver of premiums.” 
the following: 
“725. Double indemnity for accidental death.” 
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[H.R. 4304, 86th Cong., 1st sess.] 


A BILL To amend section 715 of title 38, United States Code, to provide $10 per $1,000 
total disability income protection to certain veterans holding policies of National Service 


Life Insurance 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Insurance Act of 1959” ; 

Sec. 2. Section 715 of title 38, United States Code, is amended to read as 
follows: 

“§ 715. Total disability income provision 


“The Administrator shall include, as of the effective date of the Insurance 
Act of 1959, in each national service life insurance policy (except a policy issued 
under section 620 of the National Service Life Insurance Act of 1940, or section 
722 of this title) without additional premium therefor provisions whereby an 
insured who is shown to have become totally disabled for a period of six consecu- 
tive months or more commencing before he attains the age of sixty and while 
the payment of any premium is not in default, shall be paid monthly disability 
benefits from the first day of the seventh consecutive month of and during the 
continuance of such total disability of $10 for each $1,000 of such insurance 
in effect when such benefits become payable. The total disability provision issued 
. under section 602(v) of the National Service Life Insurance Act of 1940, and 
under this section as it existed before the effective date of the Insurance Act of 
1959, shall be canceled as of such effective date and the coverage provided by 
the first sentence of this section substituted therefor.” 

Sec. 3. This Act shall take effect as of the first day of the first calendar month 
which begins after the date of its enactment. 


H.R. 4305, 86th Cong., 1st sess. ] 


A BILL To amend title 38, United States Code, to restore for one year the right of certain 
veterans to apply for national service life insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That chapter 19 of title 38, United States 
Code, is amended as follows: (1) by adding the following new section at the 
end thereof : 


“§ 725. Restoring the right to apply for insurance 


“(a) Any person heretofore eligible to apply for insurance under section 620 of 
the National Service Life Insurance Act of 1940, as amended, or subsection (a) 
of section 722 of this title, shall, notwithstanding any time limitation for filing 
application for insurance contained in such sections, upon application made in 
writing within one year from the date of enactment of this section, be granted 
insurance under subsection (a) of section 722 of this title, subject to the other 
limitations and conditions applicable to such insurance. 

(b) Any person heretofore eligible to apply for insurance under 621 of the 
National Service Life Insurance Act of 1940, as amended, shall upon applica- 
tion in writing made within one year from the date of enactment of this section, 
and submission of evidence satisfactory to the Administrator showing such per- 
son to be in good health at the time of such application and payment of the 
required premiums, be granted insurance under subsection (b) of section 723 of 
this title subject to the limitations and canditions applicable to such insurance. 

“(e) Notwithstanding the repeal of the National Service Life Insurance Act 
of 1940, as amended, any individual who has had active service (as heretofore 
defined in such Act) between October 8, 1940, and April 24, 1951, both dates: 
inclusive, shall, upon application made in writing within one year from the date 
of enactment of this section, submission of evidence satisfactory to the Admin- 
istrator showing such person to be in good health at the time of such application 
and payment of the required premiums, be granted insurance under the same 
ae and conditions as are contained in standard policies of national service life 
nsurance.” 

(2) The analysis of chapter 19 is amended by adding the following new item: 
at the end thereof : 


“725. Restoring the right to apply for insurance.” 
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[H.R. 4657, 86th Cong., 1st sess.] 


A BILL To amend section 715 of title 38, United States Code, to permit veterans with 
service-connected disabilities less than total who have $5 per $1, total disability in- 
come provistens included in their national service life insurance policies to obtain the 
new $10 per $1,000 total disability income protection 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That section 715 of title 38, United 
States Code, is amended by adding at the end thereof the following new sen- 
tence: “In the case of any individual who has the total disability coverage here- 
tofore issued under such section 602(v), the Administrator shall not deny, for 
the purposes of this section, that the applicant is in good health because of any 
service-connected disability or disabilities less than total in degree; however, 
any premiums paid on disability coverage issued under this section on account 
of this sentence shall be credited directly to the national service life insurance 
appropriation, and any payments of benefits on such coverage shall be made 
directly from such appropriation.” 


(H.R. 4658, 86th Cong., 1st sess.] 


A BILL To amend section 715 of title 38, United States Code, to permit service-connected 
disabled veterans of service after April 25, 1951, who obtained national service life 
insurance under section 620 of the National Service Life Insurance Act of 1940 to obtain 
the new $10 per $1,000 disability income protection 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 715 of title 38, United States 

Code, is amended (1) by striking out “(except a policy issued under section 

620 of the National Service Life Insurance Act of 1940, or section 722 of this 

title)”; and (2) by adding at the end thereof the following: “In the case of 

any individual who has been issued a policy of insurance under section 722 of 

this title, or section 620 of the National Service Life Insurance Act of 1940, 

the Administrator shall not deny, for the purposes of this section, that the ap- 

plicant is in good health because of any service-connected disability or dis- 
abilities less than total in degree; however, any premiums paid on disability 
coverage issued under this section on account of this sentence shall be credited 
directly to the national service life insurance appropriation, and any payments 
of benefits on such coverage shall be made directly from such appropriation.” 


(H.R. 4924, 86th Cong., 1st sess.] 


A BILL To amend title 38 of the United States Code to provide a one-year period during 
which certain veterans may be granted national service life insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subchapter I of chapter 19 of title 38 of 
the United States Code is amended by inserting at the end thereof the following 
new section : > 


“§ 725. Limited period for acquiring insurance 


“(a) Any person who served on active service (as defined in the National 
Service Life Insurance Act of 1940, as amended, prior to its repeal) between 
October 8, 1940, and April 24, 1951, both dates inclusive, shall, subject to the con- 
ditions and limitations prescribed in paragraph (2) of section 602(c) of the 
National Service Life Insurance Act of 1940, as amended, be granted insurance 
in accordance with the provisions of such paragraph upon application in writ- 
ing made within one year after the date of the enactment of this section in the 
same manner and to the same extent as if such paragraph had not been repealed. 

“(b) Any person heretofore eligible to apply for insurance under section 620 | 
or 621 of the National Service Life Insurance Act of 1940, as amended, shall, 
upon application made in writing within one year after the date of the enactment 
of this section, be granted insurance in accordance with the provisions of section 
620 or 621 of such Act, subject to the conditions and limitations of such sections, 
respectively (other than limitations with respect to the time for filing applica- 
tions), in the same manner and to the same extent as if such sections had not 
been repealed, except that where application for insurance pursuant to section 
621 of such Act is made more than one hundred and twenty days after separa- 
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tion from active service the applicant shall be required to submit evidence satis- 
factory to the Administrator of good health at the time of such application. 
Insurance authorized to be granted by this subsection in accordance with the pro- 
visions of section 621 of the National Service Life Insurance Act of 1940, as 
amended (prior to the repeal of such Act), shall be on the limited convertible 
term or permanent plans of insurance and the premiums shall be based on table 
X~-18 and interest at the rate of 2% per centum with‘an additional amount for 
administrative costs as determined by the Administrator. The Administrator is 
authorized to transfer annually an amount representing such administrative 
cost from the revolving fund to the general fund receipts in the Treasury. 

“(c) All premiums paid and other income received on account of national 
service life insurance granted under the authority contained in subsection (a) 
shall be segregated in the national service life insurance fund and, together with 
interest earned thereon, shall be available for the payment of liabilities under 
such insurance. 

“Notwithstanding the provisions of section 782 of this title the Administrator 
shall determine annually the administrative costs which in his judgment are 
properly allocable to such insurance and shall thereupon transfer the amount of 
such costs from any surplus otherwise available for dividends on such insurance 
from the national service life insurance fund to the national service life insur- 
ance appropriation.” 

Sec. 2. The analysis of subchapter I of chapter 19 of title 38 of the United 
States Code is amended by adding at the end thereof the mr pe 2 


“725, Limited period for acquiring insurance.” ‘ 


[H.R. 4955, 86tb Cong., Ist sess.] 


A BILL To provide a one-year period during which certain veterans may be granted 
national service life insurance 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, notwithstanding the provisions 
of section 619 of the National Service Life Insurance Act of 1940, as amended, 
insurance may be granted under section 602 (c) (2) of the National Service 
Life Insurance Act of 1940, as amended, upon application made:in writing within 
one year after date of this enactment, and subject to the limitations provided in 
such sections. 

Sec. 2. Notwithstanding any time limitation for filing application for insur- 
ance contained in section 620 or section 621 of the National Service Life Insur- 
ance Act of 1940, as amended, any person heretofore eligible to apply for in- 
surance under such sections shall, upon application made in writing within one 
year after the date. of this enactment, be granted insurance thereunder, subject 
to the other limitations specified in such sections, except that where application 
for insurance under the provisions of section 621 of the Act is made more than 
one hundred and twenty days after separation from active service the applicant 
shall be required to submit evidence satisfactory to the Administrator of Vet- 
erans’ Affairs of good health at the time of such application. 


{H.R. 5437, 86th Cong., ist sess.] 


A BILL To amend title 38 of the United States Code to provide a one-year period during 
whieh certain veterans may be granted national service life insurance 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subchapter I of chapter 19 of 
title 38 of the United States Code is amended by inserting at the end thereof 
the following new section : 


“$725. Limited period for acquiring insurance 

“(a) Any person who served on active service (as defined in the National 
Service Life Insurance Act of 1940, as amended, prior to its repeal) between 
October 8, 1940, and April 24, 1951, both dates inclusive, shall, subject to the 
conditions and limitations prescribed in paragraph (2) of section 602(c) of the 
National Service Life Insurance Act of 1940, as amended, be granted insurance 
in accordance with the provisions of such paragraph upon application in writing 
made within one year after the date of the enactment of this section in the 
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same manner and to the same extent as if such paragraph had not been repealed. 

“(b) Any person heretofore eligible to apply for insurance under section 620 or 
621 of the National Service Life Insurance Act of 1940, as amended, shall, upon 
application made in writing within one year after the date of the enactment of 
this section, be granted insurance in accordance with the provisions of section 
620 or 621 of such Act, subject to the conditions and limitations of such sections, 
respectively, (other than limitations with respect to the time for filing applica- 
tion), in the same manner and to the same extent as if such sections had not 
been repealed, except that where application for insurance pursuant to section 
621 of such Act is made more than one hundred and twenty days after separation 
from active service the applicant shall be required to submit evidence satisfactory 
to the Administrator of good health at the time of such application. Insur- 
ance authorized to be granted by this subsection in accordance with the pro- 
visions of section 621 of the National Service Life Insurance Act of 1940, as 
amended (prior to the repeal of such Act), shall be on the limited convertible 
term or permanent plans of insurance and the premiums shall be based on 
table X—18 and interest at the rate of 244 per centum with an additional amount 
for administrative costs as determined by the Administrator. The Administrator 
is authorized to transfer annually an amount representing such administrative 
cost from the revolving fund to the general fund receipts in the Treasury. 

“(c) All premiums paid and other income received on account of national 
service life insurance granted under the authority contained in subsection (a) 
shall be segregated in the national service life insurance fund and, together 
with interest earned thereon, shall be available for the payment of liabilities 
under such insurance. 

“Notwithstanding the provisions of section 782 of this title the Administrator 
shall determine annually the administrative costs which in his judgment are 
properly allocable to such insurance and shall thereupon transfer the amount 
of such costs from any surplus otherwise available for dividends on such insur- 
ance from the national service life insurance fund to the national service life 
insurance appropriation.” 

Sec. 2. The analysis of subchapter I of chapter 19 of title 38 of the United 
States Code is amended by adding at the end thereof the following: 


“725. Limited period for acquiring insurance.” 


(H.R. 6363, 86th Cong., Ist sess.] 


A BILL To amend the National Service Life Insurance Act of 1940 to provide for lump-sum 
payments to certain beneficiaries under such Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602(h) of the National Service 
Life Insurance Act of 1940 (38 U.S.C. 802(h)) is amended by inserting after 
paragraph (3) the following new paragraph : . 

““(4) (A) The beneficiary, whether or not the first beneficiary, shall have 
the right to elect at any time to receive in one sum that part of the proceeds of 
the insurance which remains unpaid. Such part shall be computed by subtracting 
from the net value of the insurance upon maturity the aggregate of all payments 
made to the beneficiaries on account of such insurance. » 

“(B) The Administrator shall send to each beneficiary of insurance which 
matured before August 1, 1946, a notice explaining the right of election granted by 
subparagraph (A). Such notice shall be sent by registered mail addressed to the 
last known address of the addressee.” 


(H.R. 7051, S6th Cong., 1st sess.] 


A BILL To amend the Servicemen’'s Indemnity Act of 1951, so as to provide that in the 
absence of a Gastgnaties of beneficiary thereunder by a person having national service 
life insurance or United States Government life insurance, the designated beneficiary of 

— ers shall also be the designated beneficiary of any indemnity payable under 

suc 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the third sentence of section 3 of the 
Servicemen’s Indemnity Act of 1951 is amended to read as follows: “If the 
designated beneficiary or beneficiaries do not survive the insured, or if none has 
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been designated, the Administrator shall make payment of the indemnity to the 
first eligible class of beneficiaries according to the order set forth above, and in 
equal shares if the class is composed of more than one person ; except that in any 
ease where no benéficiary of the indemnity has been designated but the insured 
has in force national service life insurance or United States Government life 
insurance, the indemnity shall be paid (in the amount authorized by the first 
sentence of section 5) to the designated beneficiary of such insurance if such 
designated beneficiary is within one of the classes herein provided.” 


(H.R. 8687, 86th Cong., 1st sess. ] 


A BILL To amend chapter 19 of title 38, United States Code, to permit the granting, fora 
limited period, of national service life insurance to veterans whose policies had been 
lapsed for less than one year when the granting of such insurance to veterans was 
terminated in 1951 ‘ 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subchapter I of chapter 19 of title 
38, United States Code, is amended by adding at the end thereof the following: 


“§ 725. Granting of national service life insurance 


“Any veteran who, on April 25, 1950, had in force a policy of national service 
life insurance which lapsed for nonpayment of premium and was not in force 
on April 25, 1951, and which was not subsequently reinstated, shall, upon applica- 
tion therefor within one year after the date of enactment of this section, payment 
of premiums, and furnishing of proof of good health satisfactory to the Admin- 
istrator, be granted national service life insurance, in an amount not to exceed 
the face value of the insurance he had in force on April 25, 1950, upon the same 
terms and conditions as are contained in the standard policies of national service 
life insurance.” 

(b) The analysis of chapter 19 of title 38, United States Code, is amended by 
inserting immediately below 
“724. In-service waiver of premiums.” 
the following : 


“725. Granting of national service life insurance.” 


i [BLR. 9878, 86th Cong., 2d sess.] 


A BILL To amend sections 720 and 755 of title 38, United States Code, to provide for the 
investment of the National Service Life Insurance Fund and the United States Govern- 
ment Life Insurance Fund in obligations bearing current rates of interest, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 720(b) of title 38, United States 
Code, is amended to read as follows: 

“(b) The Administrator is authorized to set aside out of such fund such reserve 
amounts as may be required under accepted actuarial principles to meet all 
liabilities under such insurance. The remainder of such fund shall be invested 
and reinvested by the Administrator in interest-bearing obligations of the United 
States, or in obligations guaranteed as to principal and interest by the United 
States, having such maturities as the Administrator shall determine with due 
regard for the needs of the fund. The Administrator may sell such obligations 
for the purposes of the fund. The Secretary of the Treasury, upon request by 
the Administrator, shall issue to him interest-bearing obligations of the United 
States in the amounts and having the maturities requested by the Administrator. 
The purposes for which securities may be issued under the Second Liberty Bond 
‘Act are extended to include the issue of obligations to the Administrator under 
this section. Each such obligation of the United States shall bear interest 
from the date of its acquisition by the Administrator at whichever is the higher 
rate, (1) 3 per centum per annum, or (2) the rate of interest borne by the interest- 
bearing obligations of the United States most recently issued before such acquisi- 
tion which form a part of the Public Debt and which had, as of the date of their 
issue, a comparable maturity. Assets of the fund may not be invested or rein- 
vested in obligations guaranteed as to principal and interest by the United States 
unless interest is payable on such obligations from the date of their acquisition 
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at a rate equal to or greater than the higher of the rates of interest specified in 
clauses (1) and (2) of the preceding sentence.” 

Sec. 2. Section 755(b) of title 38, United States Code, is amended to read as 
follows: 

“(b) The Administrator is authorized to set aside out of the funds so collected 
such reserve funds as may be required, under accepted actuarial principles, to 
meet all liabilities under such insurance. The Administrator shall invest and 
reinvest the United States Government Life Insurance Fund, or any part thereof, 
in bonds of the Federal farm-loan banks or in interest-bearing obligations of the 
United States which have such maturities as the Administrator shall determine 
with due regard for the needs of the fund. The Administrator may sell such 
bonds or obligations for the purposes of the fund. The Secretary of the Treasury, 
upon request of the Administrator, shall issue to him interest-bearing obligations 
of the United States in the amounts and having the maturities requested by the 
Administrator. The purposes for which securities may be issued under the 
Second Liberty Bond Act are extended to include the issue of obligations to the 
Administrator under this section. Each such obligation shall bear interest from 
the date of its acquisition by the Administrator at whichever is the higher rate, 
(1) 3% per centum per annum, or (2) the rate of interest borne by the interest- 
bearing obligations of the United States most recently issued before such acquisi- 
tion which form a part of the public debt and which had, as of the date of their 
issue, a comparable maturity. Assets of the fund may not be invested or rein- 
vested in bonds of Federal farm-loan banks at any time unless the interest is 
payable on such bonds from their date of acquisition at a rate equal to or greater 
than the higher of the rates of interest specified in clauses (1) and (2) of the 
preceding sentence.” 


[H.R. 9509, 86th Cong., 2d sess.] 


A BILL To amend section 709 of title 38, United States Code, with respect to the effective 
— — a Service Life Insurance applied for by members of the Armed Forces on 
active duty 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 709 of title 38, United States 
Code, is amended. by adding at the end thereof the following: “Notwithstanding 
the foregoing provisions of this section, in any case in which application has 
been made after December 31, 1956, for insurance to become effective after the 
date.of application and the applicant has died or dies in line of duty before 
the proposed effective date of such insurance, the United States shall be liable 
to the same extent as it would have been if such insurance had been in force on 
the date of death of the applicant. Any payments of benefits made as a result 
of the preceding sentence shall be made directly from the national service life 
insurance appropriation.” 


(H.R. 9784, 86th Cong., 2d sess. ] 
A BILL To amend sections 706 and 744 of title 38, United States Code 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That sections 706 and 744 of title 38, 
United States Code, are each amended by inserting immediately before “, paid- 
up” the following: “at interest rates not in excess of the average rate of re- 
turn on investments theretofore made with all premiums thereon”. 


[ H.R. 9785, 86th Cong., 2d sess.] 


A BILL To provide for equitable atheist of the insurance status of certain members 
the Armed Forces 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That any enlisted person who died as the re- 
sult of an aviation accident incurred in line of duty while undergoing flight 
training in the active service of the Army or Navy after October 7, 1940, and 
before August 4, 1942, who would have been eligible for life insurance with 
premiums paid by the United States, had he been serving under an appointment 
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as an aviation cadet, shall be deemed to have applied for and to have been 
granted national service life insurance in an amount which together with any 
other United States Government life insurance or national service life insur- 
ance in force at the time of death shall aggregate $10,000. 

Sec. 2. Notwithstanding the repeal of the National Service Life Insurance 
Act of 1940, claims for insurance granted by virtue of the foregoing section shall 
~ adjudicated under the provisions of that Act, subject to the following condi- 

ons: 

(a) The insurance shall be payable effective from the date of enactment of 
this Act in equal monthly installments for one hundred and twenty months cer- 
tain with such payments continuing during the remaining lifetime of the first 
beneficiary to the following beneficiaries and in the order named— 

et to the widow or widower of the insured, if living, and while unre- 
married ; 

(2) if no widow or widower entitled thereto, to the child or children of 
the insured, if living, in equal shares; 

(3) if no widow or widower entitled thereto, or child, to the dependent 
mother or father of the insured, if living, in equal shares. 

(b) Any installment of such insurance not paid to a beneficiary during his 
lifetime shall be paid to the beneficiary or beneficiaries within the permitted Class 
next entitled to priority and no payment of such insurance shall be made to the 
estate of any deceased person. 

(c) No application for insurance payment under this Act shall be valid unless 
filed in the Veterans’ Administration within two years from the effective date 
of this Act and the relationship and dependency of the applicant where required 
as a basis for such claim, shall be proved as of the date of death of the insured 
by evidence satisfactory to the Administrator of Veterans’ Affairs. Persons 
shown by evidence satisfactory to the Administrator of Veterans’ Affairs to 
have been mentally or legally incompetent at the time the right to apply for 
death benefits expires, may make such application at any time within one year 
after the removal of such disability. 

(d) The cost of the life insurance benefits granted under this Act shall be 
borne by the United States and the benefit payments thereunder shall be made 
from the national service life insurance appropriation. 


[H.R. 9789, 86th Cong., 2d sess.] 


A BILL To amend chapter 19 of title 38, United States Code, to provide that a double 
indemnity feature may be included in policies of national service life insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subchapter I of chapter 19 of title 
38, United States Code, is amended by adding at the end thereof the following: 


“§ 725. Double indemnity for accidental death 


“Upon application by the insured and payment of such extra premium as the 
Administrator may prescribe, the Administrator shall add to each policy of 
national service life insurance, which has not matured and is in force or placed 
in force by payment or waiver of premiums, a provision for the payment of 
double the face amount of the policy in the case of the death of the insured 
(excluding such causes of deaths as the Administrator determines to be reason- 
able), while the payment of any premium is not in default, resulting directly 
and independently of all other causes from bodily injury— 

(1) effected solely by external violent and accidental means; and 
“(2) occurring before the sixty-fifth birthday of the insured; 
but only if the death occurs within ninety days after the injury is effected.” 

(b) The analysis of such chapter 19 is amended by inserting immediately 

below 


“724. In-service waiver of premiums.” 
the following: 
“725. Double indemnity for accidental death.” 
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(H.R. 10068, 86th Cong., 2d sess. } 


A BILL To amend title 38 of the United States Code in order to provide a one-year period 
during which certain veterans may be granted national service life insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subchapter I of chapter 19 of title 38, 
United States Code, is amended by adding at the end thereof the following new 
section 


“§ 725. Limited period for acquiring insurance 


“(a)(1) Any person heretofore eligible to apply for participating national 
service life insurance between October 8, 1940, and April 24, 1951, both dates 
inclusive, shall, upon application made in writing within one year after July 1, 
1960, submission of evidence satisfactory to the Administrator showing such 
person to be in good health at the time of such application, and payment of the 
required premiums, be granted insurance under the same terms and conditions 
as are contained in standard participating policies of national service life 
insurance. 

“(2) All premiums paid and other income received on account of national serv- 
ice life insurance granted under the authority contained in this subsection and 
on any total disability income provision which may be attached thereto shall be 
segregated in the National Service Life Insurance Fund and, together with 
interest earned thereon, shall be available for the payment of liabilities under 
such life and disability insurance. : 

“(3) Notwithstanding the provisions of section 782 of this title the Adminis- 
trator shall determine annually the administrative costs which in his judgment 
are properly allocable to such life and disability insurance and shall thereupon 
transfer the amount of such costs from any surplus otherwise available for divi- 
dends on such life and disability insurance from the National Service Life Insur- 
ance Fund to the general fund receipts in the Treasury. 

“(b) Any person heretofore eligible to apply for insurance under section 620 
of the National Service Life Insurance Act of 1940, as amended, or subsection 
(a) of section 722 of this title, shall, notwithstanding any time limitation for 
filing application for insurance contained in such sections, upon application made 
in writing within one year after July 1, 1960, be granted insurance under sub- 
section (a) of section 722 of this title, subject to the other limitations and con- 
ditions applicable to such insurance. 

“(e) Any person heretofore eligible to apply for insurance under section 621 
of the National Service Life Insurance Act of 1940, as amended, shall upon appli- 
cation in writing made within one year after July 1, 1960, and submission of 
evidence satisfactory to the Administrator showing such person to be in good 
health at the time of such application, and payment of the required premiums, be 
granted insurance under subsection (b) of section 723 of this title subject to the 
limitations and conditions applicable to such insurance, except that (1) until 
July 1, 1961, limited convertible term insurance may be issued but not renewed 
after the applicant’s fiftieth birthday, and (2) the premiums charged for such 
insurance and for any total disability income provision which may be attached 
thereto shall include an additional amount for administrative costs as determined 
and fixed by the Administrator at the time of issue. The Administrator is 
authorized to transfer annually an amount representing such administrative 
costs from the revolving fund to the general fund receipts in the Treasury. 

“(d) Notwithstanding the provisions of section 782 of this title, a medical ex- 
amination when required of an applicant for issuance of insurance under sub- 
section (a) or (c) of this section shall be at his own expense by a duly licensed 
physician. 

“(e) No insurance shall be granted under this section to any person referred 
to in section 107 of this title.” 

Seo. 2. The analysis of subchapter I of chapter 19 of title 38, United States 
Code, is amended by adding at the end thereof the following: 


“725. Limited period for acquiring insurance.” 
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(H.R. 10123, 86th Cong., 2d sess. ] 


A BILL To amend title 38, United States Code, to permit for one year the granting of 
National Service Life Insurance to veterans with service-connected disabilit es; and to 
permit for one year veterans with service-connected disabilities less than total to obtain 
Risability income protection under National Service Life Insurance, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title 38, United States Code, is amended 
as follows: 

(1) By adding at the end of subchapter I of chapter 19 the following new 
section 


“§ 725. Limited period for acquiring insurance 


“Any person heretofore eligible to apply for National Service Life Insurance 
who is found by the Administrator to be suffering from a disability or disabilities 
for which compensation would be payable if 10 per centum or more in degree and 
except for which such person would be insurable according to the standards of 
good health established by the Administrator, shall, upon application in writing 
made within one year from the date of enactment of this section and payment of 
the required premiums, be granted insurance under subsection (a) of section 
722 of this title, subject to the limitations and conditions applicable to such 
insurance. Any veteran shown by evidence satisfactory to the Administrator to 
have been mentally incompetent, as a result of a service-connected disability dur- 
ing any part of the one-year period during which application may be filed under 
this section may file application for insurance hereunder within one year after 
a guardian is appointed or within one year after removal of such disability 
as determined by the Administrator, whichever is the earlier date. As to insur- 
ance issued under this section, waiver of premiums pursuant to section 712 of this 
title shall not be denied on the ground that the service-connected disability be- 
came total before the effective date of such insurance. This subsection shall not 
be construed to grant insurance under subsection (b) of section 722 of this 
title.” 

(2) By inserting in the analysis of chapter 19 immediately below 
“724. In-service waiver of premiums.” 
the following: 

“725. Limited period for acquiring insurance.” 


(3) By amending section 715(A) to strike ‘(except a policy issued under sec- 
tion 620 of the National Service Life Insurance Act of 1940, or section 722 of 
this title)” and (B) to add at the end thereof the following: “In the case of any 
individual who'has been issued a policy of National Service Life Insurance the 
Administrator shall not deny for the purposes of this section, that the applicant 
is in good health because of any service-connected disability or disabilities less 
than total in degree. Where provision for total disability benefits is included in 
any participating policy of National Service Life Insurance by reason of the 
immediately preceding sentence the premiums paid on such disability coverage 
shall be credited directly to the National Service Life Insurance appropriation 
and any payment of benefits on such coverage shall be made directly from such 
appropriation. 


(H.R. 10407, 86th Cong., 2d sess.] 


A BILL To amend title 38 of the United States Code in order to provide a one-year period 
during which certain veterans may be granted national service life insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subchapter I of chapter 19 of title 38, 
United States Code, is amended by adding at the end thereof the following new 
section : 


“§ 725. Limited period for acquiring insurance 

“(a)(1) Any person heretofore eligible to apply for participating aasionst 
service life insurance between October 8, 1940, and April 24, 1951, both dates 
inclusive, shall, upon application made in writing within one year after July 1, 
1960, submission of evidence satisfactory to the Administrator showing such 
person to be in good health at the time of such application, and payment of the 
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required premiums, be granted insurance under the same terms and conditions 
as are contained in standard participating policies of national service life 
insurance. 

“(2) All premiums paid and other income received on account of national serv- 
ice life insurance granted under the authority contained in this subsection and 
on any total disability income provision which may be attached thereto shall be 
segregated in the National Service Life Insurance Fund and, together with in- 
terest earned thereon, shall be available for the payment of liabilities under 
such life and disability insurance. 

“(3) Notwithstanding the provisions of section 782 of this title the Adminis- 
trator shall determine annually the administrative costs which in his judgment 
are properly allocable to such life and disability insurance and shall thereupon 
transfer the amount of such costs from any surplus othrewise available for 
dividends on such life and disability insurance from the National Service Life 
Insurance Fund to the general fund receipts in the Treasury. 

“(b) Any person heretofore eligible to apply for insurance under section 620 
of the National Service Life Insurance Act of 1940, as amended, or subsection 
(a) of section 722 of this title, shall, notwithstanding any time limitation for 
filing application for insurance contained in such sections, upon application made 
in writing within one year after July 1, 1960, be granted insurance under sub- 
section (a) of section 722 of this title, subject to the other limitations and 
conditions applicable to such insurance. 

“(e) Any person heretofore eligible to apply for insurance under section 621 
of the National Service Life Insurance Act of 1940, as amended, shall upon 
application in writing made within one year after July 1, 1960, and submission 
of evidence satisfactory to the Administrator showing such person to be in good 
health at the time of such application, and payment of the required premiums, 
be granted insurance under subsection (b) of section 723 of this title subject to 
the limitations and conditions applicable to such insurance, except that (1) 
until July 1, 1961, limited convertible term insurance may be issued but not 
renewed after the applicant’s fiftieth birthday, and (2) the premiums charged 
for such insurance and for any total disability income provision which may be 
attached thereto shall include an additional amount for administrative costs as 
determined and fixed by the Administrator at the time of issue. The Adminis- 
trator is authorized to transfer annually an amount representing such ad- 
ministrative costs from the revolving fund to the general fund receipts in the 
Treasury. 

“(d) Notwithstanding the provisions of section 782 of this title, a medical 
examination when required of an applicant for issuance of insurance under sub- 
section (a) or (c) of this section shall be at his own expense by a duly 
licensed physician. 

“(e) No insurance shall be granted under this section to any person referred 
to in section 107 of this title.” 

Sec. 2. The analysis of subchapter I of chapter 19 of title 38, United States 
Code, is amended by adding at the end thereof the following: 


“725. Limited period for acquiring insurance.” 


(H.R, 10703, 86th Cong., 2d sess. ] 


A BILL To grant a waiver of national service life insurance premiums to certain veterans 
who became totally disabled in line of duty between the date of application and the 
effective date of their insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 712 of title 38, United States 
Code, is amended by adding the following new subsection at the end thereof: 
“(d) In any case in which an insured has been denied or would have been 
denied premium waiver under section 602(n) of the National Service Life In- 
surance Act of 1940 or this section solely because he became totally disabled 
between the date of valid application for insurance and the subsequent effective 
date thereof, and in which it is shown that (1) the total disability was incurred. 
in line of duty between October 8, 1940, and July 31, 1946, inclusive, or June 27, 
1950, and April 30, 1951, inclusive, and (2) the insured remained continuously 
so totally disabled to the date of death or the date of enactment of this subsec- 
tion, whichever is earlier, the Administrator may grant waiver of premiums 
from the beginning of and during the continuous total disability of such in- 
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sured. Application for waiver of premiums under this subsection must be filed 
by the insured or, in the event of his death, by the beneficiary within two years 
after the date of enactment of this subsection, except that if the insured or the 
beneficiary be insane or a minor within the two-year period, application for 
such waiver may be filed within two years after removal of such legal disability, 
or if an insane insured shall die before the removal of the disability, applica- 
tion may be filed by the beneficiary within two years after the insured’s death. 
No insurance shall be placed in force under this subsection in any case in which 
there was an award of benefits under the Servicemen’s Indemnity Act of 1951 or 
of gratuitous insurance under section 722(b) of this title. The amount of insur- 
ance placed in force hereunder, together with any other United States Gov- 
ernment life insurance or national service life insurance in force at the time 
of death, or at the time of the insured’s application for waiver herunder, may not 
exceed $10,000 and shall be reduced by the amount of any gratuitous insurance 
awarded under the National Service Life Insurance Act of 1940. Waiver of 
premiums under this subsection shall render the insurance nonparticipating 
during the period such premium waiver is in effect. The cost of waiver of 
premium and death benefits paid as a result of this subsection shall be borne by 
the United States.” 


(H.R. 10891, 86th Cong., 2d sess.] 


A BILL To amend section 704 of title 38, United States Code, to permit the conversion of 
certain term policies of national service life insurance to a new plan 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 704 of title 38, United States 
Code, is amended (1) by inserting “(a)” immediately before “Insurance”; and 
(2) by adding at the end thereof the following: 

“(b) Any term insurance originally issued pursuant to application made 
before April 25, 1951, may be converted to insurance issued under this sub- 
section on the ordinary life plan. Insurance issued under this subsection shall 
be upon the same terms and conditions as are contained in standard policies of 
national service life insurance except (1) the premium rates for such insurance 
shall be based on table X-18 (1950-54 intercompany table of mortality) and 
interest at the rate of 3 per centum per annum; (2) all settlements on policies 
involving annuities on such insurance shall be calculated on the basis of the 
annuity table for 1949, and interest at the rate of 3 per centum per annum; 
(3) all cash, loan, paid-up, and extended values, and, except as otherwise provided 
in this subsection, all other calculations in connection with such insurance shall 
be based on table X-18 (1950-54 intercompany table of mortality) and interest 
at the rate of 3 per centum per annum; and (4) upon the sixty-fifth birthday 
of the insured, the face value of such insurance shall automatically be reduced 
by one-half thereof, without change in premium. Upon application made by 
the insured before his sixty-fifth birthday, he shall be granted national service 
life insurance, without physical examination effective as of his sixty-fifth 
birthday, upon the five-year level premium term, or ordinary life, plan, in an 
amount not to exceed the amount by which the face value of his insurance is 
reduced under clause (4) of the preceding sentence. Premium rates, and all 
other calculations in connection with insurance granted pursuant to the preceding 
sentence, shall be based on the factors set forth in clauses (1) through (3) of 
the first sentence of this subsection, for the attained age of the insured.” 


(H.R. 10892, 86th Cong., 2d sess.] 


A BILL To amend section 704 of title 38, United States Code, to permit the conversion of 
certain participating policies of national service life insurance to a new plan 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 704 of title 38, United States 
Code, is amended (1) by inserting “(a)” immediately before “Insurance”; and 
(2) by adding at the end thereof the following: 

“(b) Any participating policy of national service life insurance may be con- 
verted to insurance issued under this subsection on the ordinary life plan. 
Insurance issued under this subsection shall be on the same terms and con- 
ditions as the insurance which it replaces, except (1) the premium rates for 
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such insurance shall be based on the Commissioners 1958 Standard Ordinary 
Table of Mortality, and (2) upon the sixty-fifth birthday of the insured the 
face value of such insurance shall automatically be reduced by one-half thereof, 
without change in premium. Upon application made by the insured before his 
sixty-fifth birthday, he shall be granted national service life insurance, without 
physical examination, effective as of his sixty-fifth birthday, upon the five-year 
level premium term or ordinary life plan, in an amount not to exceed the amount 
by which the face value of his insurance is reduced under clause (2) of the first 
sentence in this subsection. Premium rates, and all other calculations in con- 
nection with insurance granted pursuant to the first sentence in this subsection, 
shall be based on the factors set forth in that sentence, disregarding clause (2) 
thereof, for the attained age of the insured.” 


(H.R. 11045, 86th Cong., 2d sess.] 


A BILL To amend section 704 of title 38, United States Code, to permit the conversion or 
exchange of policies of national service life insurance to a new modified life plan 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That effective July 1, 1961, section 704 of 
title 38, United States Code, is amended (1) by inserting “(a)” immediately 
before “Insurance”; and (2) by adding at the end thereof the following: 

“(b) Under such regulations as the Administrator may promulgate a policy 
of participating insurance may be converted or exchanged for insurance issued 
under this subsection on a modified life plan. Insurance issued under this sub- 
section shall be on the same terms and conditions as the insurance which it 
replaces, except (1) the premium rates for such insurance shall be based on 
the 1958 Commissioners Standard Ordinary Table of Mortality and interest at 
the rate of 3 per centum per annum: (2) all cash, loan, paid-up, and extended 
values shall be based on the 1958 Commissioners Standard Ordinary Table of 
Mortality and interest at the rate of 3 per centum per annum; and (3) at the end 
of the day preceding the sixty-fifth birthday of the insured the face value of the 
modified life insurance or extended term insurance shall be automatically 
reduced by one-half thereof, without any reduction in premium. 

“(e@) Under such regulations as the Administrator may promulgate a policy 
of nonparticipating insurance may be converted or exchanged to insurance issued 
under this subsection on a modified life plan. Insurance issued under this sub- 
section shall be on the same terms and conditions as the insurance which it 
replaces, except that (1) term insurance issued under section 621 of the Na- 
tional Service Life Insurance Act of 1940 shall be deemed for the purposes of 
this subsection to have been issued under section 723(b) of this title; and (2) 
at the end of the day preceding the sixty-fifth birthday of the insured the face 
value of the modified life insurance or extended term insurance shall be auto- 
matically reduced by one-half thereof, without any reduction in premium. 

“(d) Any insured who converts or exchanges his insurance to a modified life 
plan under subsection (b) or (c) of this section may upon written application 
and payment of premiums made before his sixty-fifth birthday be granted na- 
tional service life insurance, on an ordinary life plan, without physical exam- 
ination, in an amount of not less than $500, in multiples of $250, but not in 
excess of one-half of the face amount of the modified life insurance in force by 
payment or waiver of premiums on the day before the sixty-fifth birthday of 
the insured. Insurance issued under this subsection shall be effective on the 
sixty-fifth birthday of the insured. The premium rate, cash, loan, paid-up, and 
extended values on the ordinary life insurance issued under this subsection 
shall be based on the same mortality tables and interest rates as the insurance 
issued under a modified life plan. Settlements on policies involving annuities 
on insurance issued under this subsection shall be based on the same mortality 
or annuity tables and interest rates as such settlements on a modified life plan. 
If the insured is totally disabled on his sixty-fifth birthday and premiums on 
his modified life insurance are being waived under section 712 of this title or he 
is entitled on that date to waiver under such section he shall be automatically 
granted the maximum amount of insurance authorized under this subsection 
and premiums on such insurance shall be waived during the continuous total 
disability of the insured.” 
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[H.R. 11066, 86th Cong., 2d sess.] 


A BILL To provide for the waiver of eemtene of national service life insurance for certain 
veterans who became totally disabled after age sixty but before age sixty-five 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection 712(a) of title 38, United 
States Code, is amended by inserting immediately before the words “before the 
insured’s sixtieth birthday” the following: “except as provided for in subsection 
(d) of this section,”. 

Sec. 2. That section 712 of title 38, United States Code, is amended by adding 
the following new subsection at the end thereof : 

“(d) The Administrator shall, upon application by the insured prior to his 
sixtieth birthday and proof of good health satisfactory to the Administrator and 
payment of such extra premium as the Administrator shall prescribe, extend 
the waiver of premium provisions of this section to cover total disability which 
commences on or after the insured’s sixtieth birthday but before his sixty-fifth 
birthday.” 


(H.R. 11067, 86th Cong., 2d sess.] 


A BILL To authorize the Administrator of Veterans’ Affairs to grant a waiver of national 
service life insurance premiums to certain veterans who became totally disabled in line 
of duty between the date of application and the effective date of their insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection 712(a) of title 38, United 
States Code, is amended by adding the following new sentence at the end thereof: 
“Notwithstanding the provisions of this section, a waiver of premiums shall not 
be denied solely by reason of total disability incurred by any person in line of 
duty (1) between the date of his application for insurance and the effective date 
of the policy, and (2) between the inclusive dates of December 7, 1941, and 
September 2, 1945, or of June 27, 1950, and April 24, 1951.” 


[H.R. 11068, 86th Cong., 2d sess.] 


A BILL To authorize the Administrator of Veterans’ Affairs to grant a waiver of national 
service life insurance premiums to certain veterans who became totally disabled prior 
to the date their policy lapsed but who failed to make timely application for waiver 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection 712(b) of title 38, United 
States Code, is amended by adding the following new sentence at the end 
thereof: “In any case in which the Administrator finds that the insured’s fail- 
ure to make timely application for waiver of premiums was not due to circum- 
stances beyond his control but there is satisfactory evidence of his total dis- 
ability in an official record of the Veterans’ Administration, the Department of 
Defense, or the Coast Guard division of the Treasury Department within one 
year of the date the policy lapsed, the Administrator may grant a waiver of 
premiums in accordance with the provisions of this section except that any pre- 
miums due and unpaid from the date of lapse to the effective date of the waiver 
shall become an interest-bearing lien against the policy.” 


VETERANS’ ADMINISTRATION 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., January 11, 1960. 
Hon. Outn E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, House of Representatives, Wash- 
ington, D.C. 

Dear Mr. Teacue: In response to the request of Mr. Patterson, the committee 
counsel, we are furnishing the enclosed outline of the Veterans Administration’s 
automatic data processing operations. 

The human aspects of automatic data processing are a matter of great concern 
tome. It is my policy to keep VA employees currently informed about ADP and 
its effect on their operations. The enclosed has been extracted from material 
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being assembled for an agency brochure tentatively entitled “A-D-P and Y-O-U”. 
Answers to such employee questions as: “What is ADP?”; “Why do we need 

it?’; and “How will it.be used in the VA?” appear equally to be of interest to 

the deliberations of your committee. We are planning on sending you several 

copies of our completed ADP brochure. If there is anything else you want, 

please don’t hesitate to ask. 

Sincerely yours, 


SuMNER G. WHITTIER, Administrator. 


AUTOMATIC DATA PROCESSING IN THE VETERANS’ ADMINISTRATION 


WHAT IS AUTOMATIC DATA PROCESSING (ADP) 


ADP is the processing of varying amounts of data at extremely high speeds 
through the use of electronic computers and related equipment. This electronic 
equipment can perform any combination or sequence of actions that any other 
office machine or complex of machines can perform but at fantastic speed and 
with little or no human intervention between the various steps of the sequence. 
Just to give you a single example, in one second a large-scale computer can do 
11,400 additions or subtractions (five digit numbers), 1,700 multiplications (five 
digits times five digits), or 45,000 logical decisions (comparisons, etc.). 

The electronic computer can perform the operations of arithmetic—addition, 
subtraction, multiplication, and division. Also, it can perform logical operations 
such as selecting designated data, comparing them with other data and taking 
alternative actions according to the result of the comparison. It can sort and 
rearrange data and write out the results of any or all operations. 

To be more specific, an electronic computer can: 

Accept instructions, remember what it has been told and retain this mem- 
ory indefinitely. 

Sort, merge, and collate information, as well as add, subtract, multiply, 
divide, and round off numbers, or perform any type of mathematical prob- 
lem man can devise. 

Check its own work for accuracy and report discrepancy. 

Compare two values for equality and take alternate courses of action 
based on the results of the comparison. This is decision making by the com- 
puter and referred to as the computer’s logical abilities. 

Know when one problem is finished and automatically turn to the next 
one. 

Look up numbers and tables previously stored within the computer and 
apply these numbers to specific problems on which it is working. 

Accept data in various forms; such as in punched cards, magnetic tape, 
punched tape and console typewriter (typewriter directly tied in with the 
computer). It can present its answers in the form of punched cards, mag- 
netic tape, punched tape, and printed reports. 

Work 24 hours a day, 7 days a week with minimum supervision. 

This is indeed a wondrous machine; however, it does have its limitations. Con- 
trary to popular opinion, the computer is not really an electronic brain. None of 
its operations can be done without detailed instructions prepared by human be- 
ings. These persons, known as “programers,” must prepare a series of detailed 
instructions (called the program), written in computer language (code) to con- 
trol and specify the exact function the machine is to perform since it cannot think 
for itself. Neither can it instinctively react to a given situation when an unusual 
condition develops. It cannot exercise judgment or discretion based on past 
experience. In fact, it cannot start or stop its operation unless specifically 
instructed to do so. 

In the final analysis, one should remember that while the computer can do 
gymnastics in processing data at lightning speeds it is nothing more than a pow- 
erful tool in the hands of people. 


WHY DO WE NEED ADP? 


The tremendous increase in paperwork has placed a strain on present-day con- 
ventional mechanical and electromechanical devices such as bookkeeping ma- 
chines, adding machines, calculating machines an similar equipment. These de- 
vices, although fast, have serious limitations when called upon to do the volu- 
minous and complex tasks now required by the modern office. The development 
and use of punch cards and related equipment helped considerably. However, the 
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development of automatic data processing equipment has been the most recent 
and revolutionizing advancement in this field. These electronic machines have 
advanced data processing by : 

(a) Increased speed of processing. 

(b) Increased accuracy of processing. 

(c) Ability to perform daily and lengthy processing procedures all in 
one continuous operation. 

These machines are no longer a novelty. They are being increasingly used 
by organizations with high volume of paperwork and recordkeeping. VA will 
put them to work handling some of the massive recordkeeping, calculating, and 
accounting which is required in our daily work servicing veterans and their de- 
pendents. This conversion to automatic data processing promises to have many 
significant results such as: the elimination of dull routine tasks, a reduction in 
the number of record and data files and in the amount of file duplication; also, 
a better use of our human resources and better services at lower operating costs. 
The combined speed and tremendous capability of automatic data processing 
equipment affords VA a powerful tool never before available. We must take ad- 
vantage of it. 

ADP BENEFITS 


The use of automatic data processing systems in the VA offers the promise 
of benefits to many people— 

To the veteran and his dependents.—It means improved service; greater ac- 
‘curacy ; and faster processing. 

To VA management.—It provides a powerful tool for achieving more efficient 
operations; higher standards of accuracy; improved control of data; reduced 
operating costs; improved procedures; and new facilities for producing the in- 
formation necessary for decision making. 

To the VA employee.—It presents the opportunity to develop new skills, in- 
creased job interest, better balancing of workload, and release from the monotony 
of repetitive operations. 

To the taxpayer—It means a stricter accounting for and control of his 
money as it is paid out by the Government, plus using as little of his money as. 
possible in doing the job. 

We are entering a new era sometimes spoken of as office automation. It is 
said that in the next 10 years automation in the office will outstrip automation 
which has been so successfully applied to industrial processes. We can look 
forward to, and bring to pass, successes not only in office operations, but also 
in the very important field of medical research. The assistance of electronic 
computers in the medical research area portends great benefits to all of mankind. 
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HOW WILL ADP BE USED IN VA? 


Department of insurance applications 

The first VA large-scale computer, an IBM model 705-III electronic data proc- 
essing system, was installed in the district office at Philadelphia in July 1959. 
The primary function of this computer will be the establishment and updating 
of a master file of insurance records on magnetic tape. Practically all of our 
basic insurance record data for the more than 6 million policies are being 
placed on magnetic tape in place of records now maintained manually in part, 
and mechanically in part. The data on this magnetic tape will go to make up 
our master record file. This master record will contain information such as: 
Policy number, name, age, date of issue, kind of insurance, address, premium 
rate, and other related data about each individual policy. 

When premium payments, loan payments, or any other type of changes are 
received they will be converted to a transaction tape. This transaction tape 
will be run together with the master tape each day to produce a new up-to-date 
master tape. 

In the updating process the computer performs the following functions: 
Premium posting, premium billing, loan accounting, loan interest billing, lien 
accounting, lien interest billing, dividend credit and deposit accounting, dividend 
payment, lapse processing, renewal of term insurance, allotment and deduction 
accounting, and miscellaneous file maintenance. 

Other functions will be performed on a monthly, semiannual, or annual basis. 
Some of these are: Statistical summarization of record data, reconciliation of the 
allotment and deduction control file, preparation of an actuarial inforce file, and 
updating of dividend rates in the master file. 

This is one of the most extensive computer applications undertaken by any 
major life insurance company. The Department of Insurance is pulling together 
the premium, loan, dividend, and billing records into one major file. 

Underwriting, correspondence work, and disability insurance claims will 
not be included in the computer application. Also, in the accounting area, 
numerous functions have been excluded from the initial scope of the system. 
For example, processing of loan applications, many adjustment actions, and 
unusual posting situations will be mostly clerical. Later some of these actions 
may be performed by the computer. 

Although all Department of Insurance accounts will eventually be on the 
computer at the Philadelphia district office, the activities in the preceding para- 
graph will be performed at the Denver and St. Paul district offices for the poli- 
cies under their jurisdiction. A special communications system will be estab- 
lished so that the western offices will be able to send data to and secure data 
from the Philadelphia computer. 

The conversion of insurance records to magnetic tape began in the Philadelphia 
district office during August 1959. The converson of the insurance records in 
the Denver district office will begin in 1960, and in the St. Paul district office in 
early 1961. The conversion of national service life insurance accounts should be 
completed in all offices during 1961. It is expected that the conversion of the 
U.S. Government life insurance (World War I) records will begin shortly there- 
—_ Conversion of the actuarial records will probably begin about the same 
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In addition to the large scale computer, there is an IBM RAMAC installed 
in each of the three insurance offices. The legislative changes dealing with 
total disability income provisions and conversion of RS policies required the 
VA to process rapidly a large volume of policy issues. The legislative changes 
were based on a 1958 law which became effective January 1, 1959. 

The RAMAC is being used to process the resulting flood of applications. In 
our operation the input has all the information peculiar to a particular policy 
such as: name, address, policy number, age, type of policy, etc., as well as the 
data on the application. The memory (discs) has the necessary rates, values, 
ete. The instructions for calculating the premium rates and reserve, and 
writing the policy are stored on a magnetic drum. 

The output is the policy or rider with new rates as well as the insured’s 
name and address, new policy data card, notice to actuary, status card for 
preparing transfer posting lists for posting to the new premium record card, 
and status notice for release to the insured. 
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IBM 305 RAMAC. 
(RANDOM ACCESS MEMORY ACCOUNTING) 


The IBM 305 RAMAC is a flexible, electronic, general-purpose data processing machine. 
The main storage is a large-capacity, random access magnetic disk memory unit. It makes 
possible a new concept in automatic record keeping—“in-line” data processing. RAMAC 
handles business transactions as they occur and reflects each entry in affected accounts 
concurrently. 

The machine consists of a five-million character Random Access Memory, Processing Unit, 
Console and Card Reader, Card Punch, and Printer. 


* Records maintained on an up-to-the-minute basis 

* Decisions made automatically during transaction processing 

* Random access to any record 

* Transactions individually processed as they occur 

* Continuous transaction processing 

* Closer control over all records 

* Peak loads eliminated 

* 5,000,000 alphanumerical characters of random access memery 


* Stored programming and control panel wiring provide operational versatility, 
simplicity and flexibility 


tion of stored records as 


* Automatic printing of results of all interrogations is accomplished by the type- 
writer 
* Simultaneous printed and punched output 
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Department of Veterans’ Benefits applications 


The second VA large scale computer, an IBM 705-III electronic data process- 
ing system, was installed in the VA Data Processing Center at Hines, IIl., in 
December 1959. This Center is to become the hub for the data processing activi- 
ties of the VA with all other computer installations being adjunct to the Center. 

The VA Data Processing Center’s first application will be the payment account- 
ing and statistical operation of the disability and death benefits programs. 
Each VA regional office will continue to adjudicate claims and maintain the 
claims folders for all veterans in its jurisdictional area. This gives the veteran 
or his beneficiaries the advantages of direct contact with the Veterans’ Adminis- 
tration. But, instead of each regional office continuing to maintain several types 
of records for each payee in its finance and administrative divisions, a master 
file of all veterans and beneficiaries who receive monthly checks for compensation 
or pension, or death insurance awards will be established and kept up to date 
at the VA Data Processing Center. There are 4,700,000 persons who receive 
these monthly payments. The master file will be on magnetic tape. When there 
is a new award for a veteran or a dependent, or any change to an existing 
award, each regional office will prepare rating sheets and award letters on a 
flexowriter, a special kind of typewriter which will, at the same time it is 
typing the original copy, produce a punched paper tape with the desired infor- 
mation. This punched paper tape will then be mailed to the VA Data Process- 
ing Center where it will be converted first to punch cards and then merged on 
a reel of magnetic tape which will include changes received from all regional 

‘offices. This reel of magnetic tape will be the change tape to be run against 
the master file and bring it up to date with additions and changes. 

A payment tape, produced by the computer, will be forwarded to the Treasury 
Department and that Department will use this tape with their own equipment 
to write the checks going to veterans and their beneficiaries. An added con- 
venience—a geographical code will be included in the tape so that when the 
checks are produced by the Treasury Department they can be forwarded to the 
Post Office Department already sorted by State, and in the case of large cities, 
by city. 

You can see that through this system the Department of. Veterans’ Benefits 
will process the paying of benefits to a veteran or his dependents, from the time 
the application is received in VA until the check is delivered by the Post Office 
Department, without maintaining multiple records or engaging in duplicate 
writings, filing, or sortings. 

The first regional office, Chicago, is scheduled for conversion in February 
1960. Each succeeding month it is planned that groups of stations representing 
10 percent of the workload will be converted until the entire process is com- 
pleted in 1961. 
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705-III data processing system (magnetic tape units, operator’s console, card reader) 
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Department of Medicine and Surgery applications 


After considerable exploration and study the Department of Medicine and 
Surgery, in collaboration with the agency’s top staff elements, is embarking 
upon a project to develop an integrated data processing system encompassing 
the common service areas of fiscal management, supply management, pay ad- 
ministration with related personnel statistics and medical administrative opera- 
tions. It must be anticipated that the design, programing, testing, and im- 
plementation of a system involving all field stations of the agency will take an 
extended period of time. 

The Department of Medicine and Surgery has been engaged in the study and 
use of electronics in their medical research and medical activities for the past 
few years. The use of electronics has included the areas of bioelectric outputs, 
analog to digital conversions, scientific computations, statistical applications, 
special study followup and medical administration applications. The study of 
application of electronics has been conducted by individual researchers within 
the Department, by collaboration and participation with other agencies in the 
Government, and with private organizations on a project basis through con- 
tractual services. 

Work is being done at Mt. Alto VA Hospital, Washington, D.C., using elec- 
tronic computation (analog and digital) for processing and analyzing electro- 
eardiographic data. A flexible analytic program is being developed which 
should permit the analytic computer equipment to be supplemented with a 
diagnostic computer program. The project has met with considerable success 
and is being carried out in collaboration with the National Bureau of Standards. 

At the VAH in Seattle, Wash., work analyses for pulmonary transfer charac- 
teristics are being performed with an analog computer. 

At Perry Point, Md., complex statistical analyses are being made to determine 
responses to selected tranquilizing drugs using the NBS computer. Thirty-seven 
VA hospitals participated in this cooperative study. 

The VA has worked very closely with the National Institutes of Health in 
developing data for a wide variety of studies, with special emphasis on cancer 
research. As a product of cancer research, the VA annually provides the Na- 
tional Cancer Institute with a work deck and tabulations of some 35,000 cancer 
reports from our VA hospitals. These cards and tabulations are produced by 
the medium-scale computer in our Central Office. 

The future has even wider vistas. One of the more promising avenues is the 
development of a means of retrieving, rapidly and accurately, medical record 
data of wide range. Our studies of the past 2 years have indicated the feasibility 
of developing a record which will serve more than one major field of interest or 
responsibility. The ability to design a record system with sufficient flexibility 
to meet certain biometric and statistical needs, diagnostic and case indexing, 
special study needs, and administrative operational needs with some related and 
integrated fiscal and budget applications has been demonstrated. The VA Cen- 
ter, Los Angeles, Calif., collaborating with a private organization, will extend a 
specific study (bacterial-endrocarditis) which had a considerable degree of 
success to a much broader base in a local study. 

The Los Angeles study will significantly aid in the design of an initial overall 
system design for which we have high hopes. These hopes include scientific 
and statistical computation that cannot be.done on the scope or to the degree 
desired at this time; interrelation of hospital, clinic, domiciliary, and external 
medical experience of veterans by individual, group, diagnosis, geographc, and 
other factors; study of varety of data of clinical significance, such as symptoma- 
tology and sequelae. 
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Central Office applications 

Central Office has a medium-size computer operating in the Office of Assistant 
Administrator for Management Services. It is used as an adjunct to the punched 
card tabulating machine installation which operates on a service bureau basis 
for all departments and staff elements of the VA. It performs a wide variety 
of tasks in the consolidation of agencywide reports from data received from the 
several regional offices, hospitals, and centers. It also renders ADP service on 
a regional office basis to the Veterans’ Benefits Office, Washington, D.C. Projects 
which are now being produced manually or by tabulating machines are being 
studied for conversion to the computer system. 


WHERE DO WE GO FROM HERE? 


Now that ADP has arrived and is here to stay, just what is its future? 

VA plans to continue its analysis of the application of ADP to such areas as 
supply, personnel, fiscal, loan guarantee, vocational rehabilitation and education, 
and medical research activities. As new systems and equipment are developed 
we will study how best they can be used to improve our daily work. 

The “blue sky” individual would like to think of ADP as the magic solution 
to all problems—the “electronic automated office’—no more personnel problems, 
no more clerical errors; just dump your questions in a hopper, push a button, 
and receive all your answers in a millionth of a second. The pessimist, on the 
other hand, is willing to dismiss the whole business by saying, ‘““‘Won’t work on 
office-type operations.” 

VA takes neither of these extremes. The completely automated office will not 
result from the procurement of an office machine, electronic or otherwise. Auto- 
mation is only a means to an end. It is just another tool which human intel- 
ligence can use to do a better job. This is our approach in VA. 
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INSURANCE FOR AVIATORS 


The act of April 15, 1985 (Public Law 37, 74th Cong.) created the grade of 
aviation cadet in the Naval Reserve and Marine Corps Reserve. The act pro- 
vided that “aviation cadets shall be appointed by the Secretary of the Navy” 
and “during their period of active duty aviation cadets will be issued’ $10,000 
Government life insurance with premiums paid out of current appropriations. 

Paragraph 6 of a letter dated January 3, 1936, from the Chief of the Bureau 
of Navigation, Navy Department, to commandants, all naval districts ; command- 
ing officers, Naval Reserve aviation bases and units, and certain other specified 
commanders reads, in part, as follows: “Candidates in an enlisted status, un- 
dergoing elimination flight training, are not entitled to the above-described 
special Government insurance, but are privileged to make application for the 
regular Government insurance on the same basis as other persons in naval 
service. However, it is pointed out that Government life insurance policies is- 
sued to such individuals would have to be surrendered upon appointment as 
aviation cadet and entry upon an active duty status, as set forth in paragraph 5 
above.” 

The Naval Aviation Reserve Act of 1989 (Public Law 129, 76th Cong., ap- 
proved June 13, 1939), provided that aviation cadets may, if qualified after com- 
pletion of training be commissioned as ensigns in the Naval Reserve or second 
lieutenants in the Marine Corps Reserve. Section 7 of that act provided that 
Government life insurance issued in accordance with section 5 of the act of April 
15, 1935 (cited above), shall continue when an aviation cadet is commissioned 
pursuant to this act and the premiums deducted from his pay. 

The Army Aviation Cadet Act, approved June 3, 1941: (Public Law 97, 77th 
Cong.), ereated the grade of aviation cadet as a special and separate enlisted 
grade in the Air Corps of the Regular Army, in substitution for the grade of fly- 
ing cadet created by the act of July 11, 1919. Section 5 of Public Law 97 pro- 
vided that aviation cadets shall be issued Government life insurance in the 
amount of $10,000, the premiums on which shall be paid by the Government. 

The act of June 8, 1941 (Public Law 99, 77th Cong.), authorized the Secretary 
of War to detail enlisted men of the Army for training and instruction as avia- 
tion students. It provided that. enlisted men so detailed shall be issued $10,000 
Government life insurance with premiums paid by the Government. 

The act of November 5, 1941 (Public Law 289, 77th Cong.), authorized the 
Secretary of the Navy to designate enlisted personnel as student aviation pilots 
to undergo flight training leading to designation as aviation pilot. Section 6 
of that act provided that such enlisted personnel “while on active duty undergo- 
ing training leading to designation as aviation pilot, and thereafter while on 
continuous active duty in an enlisted status with designation as aviation pilot,” 
shall be issued $10,000 Government life insurance with premiums paid from 
current appropriations. 

The act of June 5, 1942 (Public Law 571, 77th Cong.), provided that cadets of 
the U.S. Military Academy undergoing flight training shall be entitled to the 
same insurance benefits as are provided by the act of June 3, 1941 (Public Law 
99, 77th Cong.), for enlisted men of the Army detailed as aviation students. 

The act of July 8, 1942 (Public Law 658, 77th Cong.), amended section 5 of 
the Army Aviation Cadet Act of June 3, 1941 (Public Law 97, 77th Cong.), to 
provide that upon being commissioned as a second lieutenant or appointed as a 
flight officer, the insurance issued aviation cadets or aviation students under 
this or other existing law shall continue until he is permanently relieved from 
duty involving participation in regular and frequent aerial flights and that 
premiums shall be deducted from the pay of the individual concerned. 

The Naval Aviation Cadet Act of 1942 (Public Law 698, 77th Cong., approved 
Aug. 4, 1942), created the special enlisted grade of aviation cadet in the Naval 
Reserve and the Marine Corps Reserve, and authorized enlistments as aviation 
eadets. Section 5 of that act provided that aviation cadets will be issued Govern- 
ment life insurance in the amount of $10,000, “effective from the date of report- 
ing for active duty,” with premiums paid from current appropriations. 

The act of October 17, 1942 (Publie Law 749, 77th Cong.), amended section 
602(d) of the National Service Life Insurance Act of 1940 to provide that any 
person serving as a flying cadet or aviation student, Navy or Army, between 
October 8, 1940, and June 3, 1941, the date of approval of Public Laws 97 and 99, 
77th Congress, and who died as the result of an aviation accident incurred in 
the line of duty while in such active service, shall be deemed to have applied for 
and been granted an aggregate amount of insurance of not less than $10,000. 
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Life expectancy by years 


Age 1918 


1951 


Aveust 11, 1959. 
Hon. E. TEAGUE, 
_ Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 
Washington, D.C. 


Deak Mr. TEAGUE: In response to a verbal request from Mr. Patterson, your 
committee’s counsel, the following material is submitted relative to the experi- 
ence of commercial life insurance companies in the double indemnity field: 

1. Pertinent extracts from the Transactions, Society of Actuaries, 1958 
Reports, published May 1959. Included are double indemnity claim rates 
for the period 1951-56, causes of death, and company practice on exclusions. 

2. A portion of a paper “Double Indemnity,” by John M. Laird, pub- 
lished in the Transactions, Actuarial Society of America, in 1932. The 
portion quoted deals with legal and other problems of claim administration. 

I trust that this data will prove useful. If you require further information 
on this subject, we shall be glad to furnish you any data available to us. 

Very truly yours, 

H. STONE, 
Chief Insurance Director. 


REPORT OF THE COMMITTEE ON DISABILITY AND DOUBLE INDEMNITY 


EXPERIENCE UNDER ACCIDENTAL DEATH BENEFIT PROVISIONS IN ORDINARY INSUR- 
ANCE POLICIES BETWEEN 1951 anv 1956 PoLticy ANNIVERSARIES 


The intercompany double indemnity table currently in wide use was developed 
by the joint committee on mortality from the combined experience of six 
companies during the period 1926 to 1933.1. This experience is more than 25 
years old. Accidental death rates have changed greatly during that period, 
both as to their general level and as to their incidence by age. The committee 
undertook the new investigation, with the approval of the board of governors, 
in order to provide more modern information on the accidental death experience 
under double indemnity clauses included in ordinary insurance policies. 

A preliminary invitation to participate in a new intercompany study was 
sent on October 18, 1956 to companies with more than $300 million of ordinary 
double indemnity coverage in force on December 31, 1955. There were 34 such 
companies. The invitation included an indication of the probable scope and 
nature of the investigation. Following receipt of the responses to this invitation, 
the specifications for the study were drawn up and were sent on March 11, 1957 
to those companies that had indicated they could contribute to the study. The 
specifications of the study are reproduced in appendix B. 


1 See TASA XXXV, 381. 
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Data have been furnished by the 17 companies listed in table 1. Included in 
this table are percentages of the total exposures (in terms of amounts of in- 
surance) that were contributed by each of these companies to the various 
sections of the study. These percentages give an indication of the relative 
size of the contributions of the different companies. 


SCOPE OF THE STUDY 
Years of issue 


The basic material for the study was derived from the issues of 1935 to 1940 
and 1946 to 1955. The intervening issue years were omitted because of the 
distorting effect that the unusually high proportion of insurance issued to 
women during those war years would have had. Supplementary data for years 
of issue prior to 1935 were obtained from five of the larger companies which 
issued lifetime benefits in those years and were therefore in a position to furnish 
data pertaining to the higher attained ages of coverage. 


TABLE 1.—List of contributing companies and proportion of total exposures’ 
contributed by each to various sections of study 


Total data 8 analyses, 
years of issue 
Company 
Issue years | Issue years All issue By sex and 
1935-40, before 1935 years By sex | policy size 
1946-55 
Percent Percent Percent Percent Percent 
Now Mork 13.6 37.8 17.4 21.4 42.8 
Equitable, New York-.......-...-.-- 10.2 13.6 10.7 11.6 23.2 
Mutual Live, New York 4.4 14.8 
John Hancock...........-.----- 44 3.7 6.3 12.6 
New England Mutual.....-.-- 2.3 2.0 3.3 6.7. 
1.8 1.5 2.6 5.2 
Sun Lis, Canads...............-..-.. 1.6 1.3 2.2 4.4 
National Life and Accident .......-- 1.3 
Massachusetts Mutual 1.2 1.0 1.7 4 
Connecticut General. - - - 1.0 
100.0 100.0 100.0 100.0 100.0 
(in $1,000 units)_.-... $116, 298,977 | $21,471,836 | $137, 770,813 |$81, 357,354 | $40, 697, 345 
otal claims: 
Number of policies. .........-.-. 12, 396 3, 952 16, 348 8, 345 3, 948 
pS RR $39, 547,069 | $11,152,179 | $50,699,248 |$28, 757, 595 | $15, 256, 663 


1In terms of amounts of insurance. All companies other than Metropolitan and Aetna also supplied 
data by policies. Prudential’s data for policy year 1 were not included in the study because sufficiently 
accurate exposures were not available. 

The contributions of a few companies did not cover the full observation period or all years of issue. 2 
companies submitted data for the period between 1952 and 1956 anniversaries only, 1 for issues of 1946 and 
later only, and 3 for premium paying business only. Some of the companies contributing to the special 
analyses were able to furnish subdivisions of their data by sex, or by sex and policy size, for only part 
of their total data entering the basic study. 


Years of observation 


The years between 1951 and 1956 policy anniversaries were selected as the 
period of observation. These were the most recent years available and provided 
a sufficient volume of data to give significant results. The Korean war was 
being waged from the beginning of this observation period until July 1953, but 
this was not deemed to invalidate the significance of the findings because com- 
panies generally excluded accidental deaths as a result of service in the military 
forces of a country at war. Some increase of the double indemnity claims 
might be expected because training accidents were covered by about half of the 
companies. In general, however, war deaths were not considered to have a 
material effect on the level of claims incurred. 
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Other features of the data 


Further details regarding the material furnished will be found in the speci- 
fications of the study as reproduced in appendix B. The following points may 
be of special interest : 

(1) The investigation was in general confined to double indemnity clauses 
issued at standard rates. ‘Several companies were not able to exclude 
substandard clauses, particularly when attached to standard policies. In 
the case of such companies, when the claims on substandard clauses did 
not exceed 5 percent of the company’s total claims, the contribution was 
included without adjustment. When the proportion was in excess of 5 
percent as was true for five companies, the claims on substandard clauses 
were reduced by applying a factor equal to the reciprocal of the rating. 
For example, claims on clauses which were issued at 114 times the standard 
premium rate were included in the study for two-thirds of their actual 
amount. 

(2) Clauses automatically incorporated in life insurance policies were 
excluded from the investigation. 

(3) Companies were given the option of including clauses added after 
the issuance of a policy. 

(4) Sampling methods were permitted in the derivation of a company’s 
data, but the contribution was translated to the equivalent of a 100 percent 
basis before transmission. 

No attempt was made to differentiate the companies according to the liberality 
of their clauses or of their administration. There are obvious difficulties in 
arriving at any such differentiation, and in any case it was questionable that 
significant subdivisions could be established in this way. Information was 
obtained from the companies as to the exclusions contained in their double 
indemnity clauses, and this information is summarized later in the report. The 
overall results for each company were also analyzed separately to measure the 
variation in the experience of the individual companies. The findings in this 
regard are discussed later. 


Subdivisions of the analysis 


The data for each of policy years 1, 2, and 3 were submitted separately by 
age at issue, and the data for later durations were combined and submitted 
by attained age. 
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TABLE 5.—Distribution by cause of death, aggregate experience, all companies, 
based on amount of claims paid 


Attained age 
Cause of death 
To 34 35-44 45-54 55 and over All 
Percentage distribution 
Motor vehicle accidents - 63.2 54.7 49.3 50.9 55.2 
3.7 5.0 9.5 20.8 8.8 
Accidental drowning and submersion (ex- 
cluding water transport accidents) _--___- 5.6 4.3 5.7 4.3 5.1 
Accident caused by firearm__.............- 2.5 4.6 4.8 2.2 3.4 
Accident caused by fire, explosion, etc_--.. 2.6 4.0 3.6 3.3 3.3 
Water transport accidents ____...........-- 3.3 3.5 2.9 2.0 3.0 
Accident caused by maehinery --~-....-.-.- 1.9 2.0 2.3 2.0 2.0 
Accident caused by electric current 2.6 1.8 1.3 1.8 
Blow from falling object _._..............-- 1.5 1.7 1.3 1.0 1.4 
Accidental poisoning by gases and vapors.. 1.0 
Accidental poisoning by solid and liquid 
Amount of claims paid (in $1,000 units) 
Motor vehicle accidents. ......-.....-.-.-- $11, 008 $6, 621 $5, 185 $5, 282 $28, 096 
645 601 1,001 2, 197 4,444 
Accidental drowning and submersion (ex- 
cluding water transport accidents) 974 526 604 458 2, 562 
Aircraft accidents.................. 752 645 595 366 2, 358 
Accident caused by firearm_..__...... 438 563 504 230 1, 735 
Accident caused by fire, explosion, etc. 458 484 380 353 1, 675 
431 484 371 262 1, 48 
Water transport accidents -__- 583 426 310 211 1, 530 
Accident caused by machinery 339 241 238 214 1,032 
Accident caused by electric curren 460 219 140 74 893 
Blow from falling object ........... 265 212 135 106 718 
Accidental A pevopey: by gases and vapors. 138 114 110 79 441 
‘Accidental. poisoning by solid and liquid 
substances..... 35 104 161 17 317 
‘Buicide_. 66 53 65 53 237 
_All other claims. 767 585 573 2, 731 
All. 17, 441 12, 136 10, 554 10, 568 50, 699 
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TABLE 10.—Graduated 1951-56 male accidental death claim rates based on the 
aggregate male experience of 10 companies, by amount of claims paid, extended 
to include rates at ages 1 through 100. 


Claim rate 
per 1,000 


EERE 


wow 


COMPARISON WITH POPULATION DATA 


Table 15 has been prepared because a comparison of insurance company 
experience with population data was considered to be of interest. Only the data 
that 10 companies were able to submit with the exposed to risk subdivided by 
sex was used, since it was evident from a preliminary analysis that the rela- 
tionship was quite different for female lives than for male lives. Claim rates 
by number of policies were derived from the data for males and females sep- 
arately and were compared with the corresponding death rates during 1952 
tol of white lives in the U.S. population. 

For male lives the insurance claim rates are less than 50 percent of the popu- 
lation accidental death rates over the important age range from 25 to 64. 
The explanation no doubt lies in a difference in the classes of lives included 
in the respective sets of data. The population figures must, for example, include 
proportionately more individuals subject to industrial accident hazards than 
do the standard ordinary insurance data. 

In the case of women, the insurance claim rates are much closer to the 
population experience. This should perhaps not be surprising as industrial 
hazards do not play the same role here. Even though different socioeconomic 
classes of lives may be included in the respective analyses, the variation among 
such classes in the accidental death rates for women cannot be as great as for 
men. 
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TABLE 15.—Comparison of insurance company accidental death experience with 
population experience—Insurance company rates based on aggregate data by 
policies of 10 companies 


Males Females 


Rates per 1,000 Ratio, Rates per 1,000 Ratio, 
Attained ages insurance insurance 
to popula- to popula- 
Insurance | U.S. white} tion data | Insurance | U.S. white} tion data 
data, population,| (percent) data, population,| (percent) 
1951-56 1952-55 1951-56 1952-55 


1 These rates reflect all accidental deaths coded E800 to E965 and E980 to E985, 6th revision, international 
list. Suicides are not included. The rates are based on numbers of deaths as given in Vital Statistics— 
Special Reports, National Summaries, published by U.S. Department of Health, Education, and Welfare 
and estimates of the population from Current Population Reports, Population Estimates, Series P-25. No. 
146, published by U.S. Department of Commerce. 


It may also be of interest to note that the ratios shown for males in 
table 15 at ages 20-49 are very similar to the ratios at these ages appear- 
ing for males and females lives combined in table H of the TASA XXXV 
report. This would seem to indicate that the insurance companies have ex- 
perienced the same degree of improvement in their accidental death claim rates 
as has taken place in the population accidental death rates. 


EXCLUSIONS FROM COVERAGE 


In order to acquire some knowledge of the nature of the exclusions from 
coverage being administered by the companies contributing to the study, they 
were asked to furnish information about the types of exclusions appearing 
in their clauses in the years 1935, 1940, 1946, and 1955 which were actually being 
enforced in their claims administration during the observation period of this 
study. Table 16 summarizes the replies received from the companies, the ex- 
clusions being listed generally according to the frequency with which they 
appear in the clauses used in 1955 by 16 of the contributing companies. 

All of the companies presently provide coverage on fare-paying aircraft 
passengers, whereas four of the contributing companies had not provided this 
coverage on their 1935 and 1940 issues. Causes of accidental death that have 
been excluded from coverage to an increasing extent over the past 20 years 
include those due to medical treatment or surgery and to drugs. On 1935 
issues only one company excluded death due to medical treatment or surgery 
and none excluded drugs; on 1955 issues the corresponding numbers with such 
exclusions were seven and six respectively. The number of companies ex- 
cluding deaths due to submarine activities has declined from nine for 1935 
issues to six for 1955 issues. For all other causes included in the illustrative 
list in table 16, there has been no significant change in the degree of usage by 
the companies over the 20-year period. 

A supplementary questionnaire was sent to the companies to elicit more de- 
tailed information about their treatment of accidental deaths among persons 
in military service. It was found that all of the contributing companies ex- 
cluded service-connected deaths when due to enemy action. As to service- 
connected deaths not directly due to enemy action, 12 of the 17 companies 
excluded coverage when the death was in the Korean area and 9 did so when 
it was not in the Korean area. Accidental deaths which were not service- 
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. 737 882 84 | .149 . 228 65 
20 . 664 1. 213 55 . 124 . 194 64 
. 359 . 869 41 . 098 . 158 62 
. 805 . 738 41 . O88 .151 58 
. 296 . 719 41 .101 .173 58 
. 298 745 40 . 134 188 71 
362 . 797 45 . 182 .211 86 
. 383 . 873 44 . 202 . 252 80 ; 
. 408 . 933 44 . 252 . 289 87 
455 1.110 41 369 . 372 99 
. 735 1. 338 55 . 354 . 556 64 
1.015 1. 660 61 . 898 . 950 95 
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connected were excluded by only one company in the Korean area and by none 
outside of Korea. 

Another area that required supplementation had to do with the exclusion of 
coverage with respest to non-fare-paying passenger aviation deaths. 


TABLE 16.—Summary of exclusions from double indemnity coverage applicable 
during the 1951-56 observation period for 16 of the contributing companies ’* 


Number of companies ap 1 
specified 
period of study 

Exclusion 
Issue year of policy 
1935 1940 1946 1955 
14 15 15 14 
Air travel, except as fare-paying passenger_-_.__...............-------.-- 12 12 14 16 
Air travel, even as fare-paying passenger._.........-.-.....-----.---..-- 4 4 2 
0 0 0 0 


1 The company omitted from this table did not submit data for years of issue prior to 1946. 


The original questionnaire did not bring this information out sufficiently 
well. Reference to the 1958 edition of the Handy Guide disclosed that of the 
17 contributors to the study, 7 currently grant coverage to non-fare-paying 
passengers without restriction, 3 do so except on military planes, 3 have a 
restriction with respect to military personnel on military planes, and 2 have 
exceptions that would exclude passengers on private or military planes. Only 
two exclude non-fare-paying passengers entirely. It is evident that the trend 
has been toward extending coverage to aircraft passengers beyond the fare- 
paying group. 


XI. CLAIMS 


Under life insurance there is a tradition that every claim should be paid 
promptly and in full without question. Even under the life insurance benefit, 
however, the company should make a full investigation directed at history 
before paying any claim occurring during the first 2 years. 

Under double indemnity a full investigation is required regardless of how 
long the policy has been in force, as there will inevitably be a certain number 
of claims which at first appear to qualify but which later must be disapproved. 
Someone in the home office with an inquisitive disposition should be definitely 
responsible for all claim settlements and prepared to go out into the field to 
make a personal investigation. He should attend meetings of the International 
Claim Association and frequently exchange views with other claim men par- 
ticularly those who have had accident experience. 

The regular claim papers should specify that if death is due to violence, a 
copy of the coroner’s inquest must be furnished. Under any claim, particularly 
where double indemnity is involved, the company needs a copy of the record 
in the Bureau of Vital Statistics. This checks the age and the identification 
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and gives an unbiased statement in regard to the duration of the illness or 
injury and the cause of death. 

In a double indemnity claim, the following questions are important : 

(1) Have all pertinent facts been obtained? 

Sometimes the necessary information can be secured only by prompt action; 
for instance, if an autopsy is required. At other times, it is necesary to wait 
several weeks or even months in order to uncover all the facts. A newspaper 
report or a chance remark from a neighbor may throw light on the case. 

(2) Was there any misrepresentation in the application or in the statements 

to the examiner? 

An investigation may show that the man had been under hospital treatment 
or receiving medical attention. In this connection a detailed report from the 
agent covering his contact with the applicant and outlining the history of the 
sale may be helpful, particularly if taken in conjunction with other information. 

Unfortunately, even when the policly was secured by concealment and mis- 
representation, the company may have difficulty in refusing payment. A clever 
lawyer for the beneficiary may set up a case purporting to show that the appli- 
cant did not understand the significance of the question or that the medical exam- 
iner did not actually ask the question. Similarly he may try to introduce evidence 
to show that the applicant did not even know that he was ill. The company 
must be prepared to go into every phase of the case thoroughly and ascertain 
the position likely to be taken by its own agent, its medical examiner and the 
family physician or hospital in which there may have been a record. Occa- 
sionally an important witness may be influenced by friendship for the family 
or by local sentiment in favor of the claimant as against the outside corporation. 

(3) Was the policy delivered during the good health of the applicant? 

This is important chiefly from the life insurance standpoint, but may also 
have a bearing on double indemnity. 

(4) Is there any suggestion of suicide? 

If the company suspects suicide it is important to ascertain a motive, usually 
in the form of domestic or financial trouble. If the deceased was heavily in 
debt, his own bank usually has a financial interest in seeing that the policy is 
paid in full and may, therefore, be reluctant to reveal the true condition of his 
business affairs just prior to his death. 

(5) Is there any possibility that disease was a contributing cause? 

This requires careful investigation into the medical history and all the circum- 
stances connected with the death. The man may have died from heart failure 
while driving a car rather than from an automobile accident. 

The fact that double indemnity is combined with life insurance is a disadvan- 
tage in settling claims. The company naturally takes pride in paying its life 
insurance and likes to make a complete settlement of the entire contract. It may 
therefore be hurried into paying the full amount including double indemnity, 
whereas a little further investigation would have established that death was not 
due to accidental means. 

Recently an executive fell or jumped out of a window and a prominent com- 
pany promptly paid $50,000 life insurance and $50,000 double indemnity. In 
the same case the representative of an accident company, however, realizing 
that the man had recently suffered business reverses, talked matters over with 
the family and indicated that there was a strong presumption of suicide. 
Strangely enough, even though the beneficiary had already collected for double 
indemnity from the life company, she would not even present claim under the 
accidental death policy. 

This illustrates not only the necessity for a complete investigation but the 
advisability of cooperation among the companies. Before paying double in- 
demnity, the life company should consult with all other insurance companies 
which have an interest in the risk, especially those with accident insurance. 

After obtaining all the facts and deciding that the claim should not be paid, the 
company naturally tries to satisfy the beneficiary that there is no liability. If 
that is impossible, it has three choices: (1) Pay in full, (2) litigate, and (3) 
compromise. 
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Before embarking on a lawsuit, it must carefully weigh all factors: Is there 
any weakness in the company’s case from the standpoint of either facts or law? 
Has the court a prejudice against corporations? Will even a successful suit 
damage the company’s reputation in that locality? Will an unsuccessful suit 
serve as a bad precedent for all companies in future cases? Will failure to 
contest simply encourage others to demand payment with a weak case but with 
a strong conviction that a life insurance company will not fight? 

Having decided to make a contest the company naturally seeks a high-grade 
law firm with insurance experience, but even then it should check up frequently 
to make sure that its counsel has prepared the case thoroughly and has not 
overlooked any important factor. Confidential information obtained from an- 
other company should not be introduced as evidence. 

Life insurance men abhor a “compromise.” They instinctively feel that the 
company should pay all or nothing. Under double indemnity, however, cases 
occasionally arise where the company is reasonably sure that death was actually 
due to suicide or disease, but there is a fair chance that a jury influenced by 
sentiment may give an adverse verdict. Under such circumstances it is per- 
fectly fair for the company and the claimant to make a compromise settlement 
under which legal expenses are saved and the money is immediately available. 

In one recent case where death occurred during the first 2 years, involving 
$10,000 life insurance with $10,000 double indemnity, the claimant sued for 
$20,000, but the company maintained that death was due to suicide and that 
therefore its liability was limited to the reserve on the life policy. In sub- 
mitting the case to the jury, the judge instructed them as follows: 

(1) If in their estimation the plaintiff had made out a case of unques- 
tioned accidental death, the company should be held for payment of $20,000. 

(2) If the defendant had shown by a preponderance of evidence that the 
insured had committed suicide, their verdict should be for the amount of 
the reserve on the policy. 

(3) If they felt that neither party had conclusively demonstrated their 
position, they could bring in a verdict for $10,000. 

The jury decided in favor of the third instruction and the company paid the 
$10,000 judgment without appeal. Under the life insurance, the burden of 
proof was on the company to show that death was due to suicide, whereas 
under the double indemnity the burden of proof was on the claimant to show 
that death was due to accidental means rather than to suicide. Since each side 
failed to prove its case, the company paid $10,000 for life insurance but nothing 
for accidental death. 

XII. RESERVES 


The company is justified in using a simple approximation for its reserves 
provided it makes sufficient allowance for the increase in the rate of accidental 
death at the older ages. 

XIII. SUMMARY 


Although this benefit has so far been profitable, this is an opportune time 
to review the experience under double indemnity and under similar benefits in 
commercial accident and noncancellable. Under double indemnity, the com- 
panies should— 

avoid enlarging the coverage ; 
prepare for an increase in the rate of accidental death at the higher 


watch the trend of fatal accidents from year to year; 

underwrite double indemnity as distinct from life insurance; and 

set up adequate machinery for making a complete investigation of 
all claims in order that the unjust may be resisted effectively and the just 
paid promptly. 


res 
ages ; 
Bis, 
an 


MISCELLANEOUS INSURANCE LEGISLATION 2073 


VETERANS’ ADMINISTRATION, 
DEPARTMENT OF INSURANCE, 
Washington, D.C., January 22, 1960. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Teague: During July 1959, counsel to your committee requested, 
among other things, disability claim statistics on national service life insurance 
and U.S. Government life insurance. At that time we explained that the data 
was hot readily available, but that it would be accumulated and furnished to you 
in January 1960. 

A table of disability claims, grouped by age at disability, has been prepared and 
is attached for your use. 

Very truly yours, 
RALPH H. Stone, 
Chief Insurance Director. 


Number of disability claims approved through Sept. 30, 1959 


U.S. Government life insurance Participating national service life 
insurance 


Age group at disability ] 
Total per- Total disability Total dis- 
manent _| Premium ability 
disability waiver income 
Income 
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he 296 1, 344 8, 640 13, 745 77 13, 822 
ng 5, 616 55, 329 672, 634 1, 427 674, 061 
Claims in force, Sept. 30, 1959_ 2, 241 20, 363 73, 286 560 73, 846 : 
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MISCELLANEOUS INSURANCE LEGISLATION 


[Form letter] 


VETERANS’ ADMINISTRATION, 
DEPARTMENT OF INSURANCE, 
Washington, D.C. 


Dear VETERAN: I am pleased to tell you that you can now save up to two- 
thirds of the cost of your present RS insurance premium. You can do it by 
trading your policy for a new one for the same face value—but at a lower cost. 

The new insurance policy cannot be renewed after your 50th birthday—but it 
will give you low-cost protection in the meantime, and will allow you time to 
decide whether to convert this term policy, which you can do without a physical 
examination, to one of VA’s permanent plans. 

By fitting yourself into the nearest age bracket, you can see how much can be 
saved with our new policy: 


Annual premiums for $10,000 


Present rate Savings 


$30. 90 $9. 50 $21. 
97. 40 48. 60 48. 


To get it—just sign the enclosed card, stamp the envelope, and mail it back 
to us without any money. Continue to pay your present premiums; we will 
refigure them and credit your account with the savings. 

If you want more detailed information, go to our nearest VA office or talk 
it over with your own local insurance agent. 
Please disregard this letter if you have applied for exchange or conversion. 


Very truly yours, 
H. STone, 
Chief Insurance Director. 
Received to date (June 26, 1959) 


Total number of exchanges to low cost term (not renewable after 

age 50) ---. 265, 483 
‘Total number of conversions to permanent plans____-___-___________ 84, 141 
Number still remaining under old “RS” term (approximate) 


Report oN Strupy To DererMiNe Extra Cost or ExtTeNpDING 602(n) 
PREMIUM WaAIvER FRoM TERMINATING AGE 60 TO TERMINATING AGE 65* 


The following tabulation shows what this proposed extention of premium 
waiver coverage will cost at representative ages and plans on participating 
NSLI. The cost factors up to age 60 are based on our own section 602(n) 
experience. The factors between 60 and 65 are based on an appropriate adjust- 
ment of our World War I experience under the section 311 disability income 
experience. 


Comparison of annual costs for waiver to 60 and 65—(This cost is assessed 
against the dividend) 


[Per $1,000 of insurance] 


Ordinary life 20-payment life 5-year term 


Annual|Cost for|Cost for} Annual/Cost for|Cost for} Annual 
waiver | waiver | excess | waiver | waiver | excess | waiver | waiver | excess 
to 65 to 60 to 65 to 60 to 65 
30 0.15 0. 23 0.08 0. 06 0.C6 | None 0. 08 None 
40 . 26 44 .18 -13 .13 | None 28 None 
50 . 50 . 98 . 48 46 .46 | None 1.01 1.01 None 
pS are et 60 | None 3. 37 3.37 | None 3.44 3.44 | None 5.71 5.71 


“- by Office of the Chief Actuary, Department of Insurance, Veterans’ Adminis- 
ation. 
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OBSERVATIONS 


1. Any permanent plan policy whose premium-paying period does not extend 
beyond age 60 would be unaffected by this extension. There would in these 
cases be no added benefit and no added charge. 

2. The age and plan composition of our total in force is such that 70 percent 
of our permanent plan policyholders, or approximately 1,500,000, would fall 
in the above category and would be unaffected. 

3. The term policyholders would be affected, benefit and costwise, only if 
and when the renewed term period extended beyond age 60. In the interval 
of ages between 60 and 65, the charge would be substantial and it would prob- 
ably result in the elimination of all dividends during that period. 

4, On the entire block of permanent plan business now in force the total extra 
charge for this extension would run in the neighborhood of $1 million a year. 

5. On the entire block of term business in force the extra charge would start 
at around $750,000 the first year, rising each year as more of the business 
reaches into the age range 60-65. Twenty to twenty-five years from now the 
extra annual charge might rise to as much as $15 to $20 million, depending on 
how much term insurance is then in force in this extra-cost age bracket. Be- 
yond age 65, the extra charge is, of course, eliminated. 

Mr. Barrne. We will hear first from the Members of Congress who 
have requested to be heard on bills which they are sponsoring or bills 
which they support, to be followed by the representatives of the sev- 
eral veterans organizations. Following the testimony of these wit- 
nesses we will hear from the Veterans’ Administration’s chief insur- 
ance director or his deputy, who will speak generally on the opera- 
tions of the insurance department. 

He will be followed by a representative of the Associate General 
Counsel’s Office. 

Along with other members of the committee, it was my Tr 
on the 7th of March to visit the district insurance office at Philadel- 
phia which handles approximately 50 percent of all the insurance op- 
erations of the Veterans’ Administration. We received a most cour- 
teous reception and I am sure that I speak for all the members who 
were present at this time in saying they were most favorably im- 
pressed with the operation. 

Great strides are being made in this field and I am certainly glad to 
note that the key word in the Philadelphia office is service to the 
veteran policyholders. 

While we are waiting for some of the Members of Congress, Mr. 
Freudenberger, would you give us your testimony at this time? 


STATEMENT OF ELMER M. FREUDENBERGER, ACTING NATIONAL 
DIRECTOR OF LEGISLATION, DISABLED AMERICAN VETERANS, 
ACCOMPANIED BY CHESTER A. CASH, ACTING NATIONAL DIREC- 
TOR OF CLAIMS, DISABLED AMERICAN VETERANS; AND ROBERT 
F. DOVE, NATIONAL INSURANCE OFFICER, DISABLED AMERICAN 
VETERANS 


Mr. Frevpensercer. Mr. Chairman and members of the committee, 
my name is Elmer M. Freudenberger and I am acting national director 
of legislation, Disabled American Veterans. I am glad to have with 
me Chester A. Cash, acting national director of claims, and Robert F. 
Dove, DAV national insurance officer. 

I am very much indebted to these gentlemen for their fine assistance 
in the preparation of this statement for your subcommittee on a sub- 
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ject concerning which I readily defer to their knowledge and judgment. 
Bob Dove, especially, has worked in the field of insurance for many 
years and I have found him to be extremely well versed in all the pro- 
visions of the governing laws relating to his specialty. 

We are grateful for the opportunity of appearing today to discuss 
with you and for the record certain inequities which now exist under 
title 38, chapter 19, United States Code, and to express our unqualified 
support of bills now pending which we believe will go far toward 
correcting the situation as it affects the wartime disabled veterans and 
their loved ones. 

In our opinion it would be appropriate to mention at this point the 
reasons why the Government entered the field of insurance. Perhaps 
the two most important reasons are the most obvious, namely, the loss 
of insurability with commercial underwriters upon entering service in 
the Armed Forces, or, if the risk generally was accepted by commercial 
insurance companies, and war clause inserted, prohibitive rates were 
charged for waiver of the clause. 

Secondly, veterans released from service with injuries or other 
disabilities were held to be noninsurable in many instances. By rea- 
son of these factors the Disabled American Veterans believe that 
the Government does belong in the insurance business and should 
remain it it for a long time to come. Commercial underwriters today, 
as in the past, are interested in preferred risks, and this is under- 
standable inasmuch as they must show a profit to their stockholders or, 
in the case of mutual companies, to their policyholders. There is 
small room for sentimentality or humanitarian needs in these essen- 
tially business transactions. 

The Government, on the other hand, should not have to consider 
the profit aspects of insurance. We firmly believe that it is the re- 
or of the Federal Government to provide insurance to the 

isabled veterans who, because of injuries or other disabilities suffered 
in the service of their country, are prevented from obtaining adequate 
insurance protection for their families, from commercial underwriters. 
It is upon this philosophy that the DAV bases our request for adequate 
legislation to resolve present inequities in the existing law. 

In view of the very considerable number of insurance bills before 
your committtee at this time our comments will be confined to those 
we believe will satisfy the insurance resolutions which were adopted 
at the DAV national convention held at Miami Beach, Fla., August 
17-21, 1959. Following the conclusion of that convention your com- 
mittee was furnished with copies of all the approved resolutions, 
including those on the subject of insurance. 

Just last year the Congress passed Public Law 85-678 which in- 
creased the disability payment from $5 per $1,000 of insurance to $10 
per thousand through payment of a slightly higher premium, for 
total disability income protection. The law states that in order to 
secure the increase in benefits the insured must show that he is in good 
health. This means that any disabled veteran who has the $5 per 
thousand clause in his policy must meet the good health requirement, 
and that his service-connected disabilities will not be waived. 

In the opinion of the DAV this requirement is discriminatory in 
that it penalizes the disabled veteran who is suffering from a dis- 
ability incurred in time of war in defense of this Nation. Public 
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Law 589, 79th Congress, approved August 1, 1946, provided that in 
any case in which the applicant, while not totally disabled and prior 
to January 1, 1950, furnished proof that his inability to meet good 
health was the result of an actual service-incurred injury or other 
disability, then the requirement of proof of good health would be 
waived. He could be in the best of health, have a strong heart and 
excellent body functioning system, but still be unable to meet the good 
health requirement of Public Law 85-678, because of an amputation, 
to cite one example. 

There is also the problem of the disabled veteran of the Korean 
conflict who, on discharge, applied for and was issued a basic contract 
of life insurance but was denied the right to have the disability income 

rovision included in his policy. Again, in this instance, the veteran 
is being penalized because of his service-connected disabilities. He is 
unable to meet good health requirements in order to have the disability 
income benefit added to his policy. 

It is urged that your committee report favorably H.R. 4657 and 
H.R. 4658 which, we believe, would correct these distressing problems 
_as outlined above. 

The Disabled American Veterans strongly believes that veterans 
with service-connected disabilities should have the right to apply for 
or reinstate their national service life insurance policies. The 
DAV-drafted and endorsed bill on this subject is H.R. 10123 and this 
bill, if enacted into law, would permit for 1 year the granting of 
national service life insurance to veterans with service-connected 
disabilities. It would also enable veterans, for 1 year, to obtain dis- 
ability income protection under the NSLI Act, provided they have 
service-connected disabilities less than total. This bill, if enacted, 
will correct a serious inequity under existing law. 

Many of the veterans who would benefit by H.R. 10123 were in sore 
straits and dire circumstances when released from service. They had 
families to care for and were struggling to reestablish themselves in 
civilian life, and to overcome the handicap of their service-connected 
disabilities. Numbers of them had to seek new fields of employment 
because of their disabilities and were forced to live on reduced incomes. 
In the eyes of youth, insurance very often is not given the weighty 
consideration it deserves and many veterans believed they could drop 
their insurance and pick it up later when their finances improved. 

However, they could not foresee the passage of Public Law 23 
which prevented them from reinstating the insurance. These vet- 
erans generally now realize the error of their youthful thinking and 
especially so since they cannot even secure commercial insurance. As 
we stated earlier, this is one of the reasons the Government is in the 
insurance business, that is, to provide insurance protection to these 
disabled veterans and their innocent families. We request. most 
earnestly and respectfully that H.R. 10123 receive favorable con- 
sideration by your committee. 

The next but by no means the least of the problems presented 
to your committee today relates to our bill, H.R. a4. If enacted into 
law this bill would provide that a waiver of premiums on national 
service life insurance be granted to totally disabled veterans with- 
out regard to age limitations. Under existing law a waiver of 
insurance premiums on a veteran’s national service life insurance 
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may be granted providing he meets the requirements of total dis- 
ability for insurance purposes, if such disability began after date 
of his application for insurance, and while the insurance was in force 
under premium-paying conditions, and before his 60th birthday. 

The bill before you would strike the last. requirement so that. 
regardless of age 60 or more, he would be entitled to a waiver o 
premiums if he meets the other requirements. It is ironic that, at 
a time in a veteran’s life when he is most in need of help and on a 
limited income, that he must bear additional burdens. e do not 
contend that the aging process should be the basis for granting a 
waiver of premiums, but we do wish to make the point that disabili- 
ties, plus aging, prevent disabled veterans from continuously follow- 
ing substantial and gainful employment, in countless instances. 

As a matter of interesting comparison, in contrast with the age 
provisions of national service life insurance, under U.S. Government 
life insurance (USGLI) the age requirement for total disability 
income provision is 65 years, and under total permanent disability 
benefits there is no age requirement. H.R. 274 has outstanding merit 
and should be included without fail in the insurance bills passed at 
this second, and final, session of the 86th Congress. 

In conclusion, we know that there will be some who oppose any 
liberalizations of the insurance laws, claiming that the costs will 
be too great. Some of the opponents will doubtless be pasils sincere 
and objective in expressing adverse opinions. Still others, however, 
may well have less altruistic motives. In arriving at sound and fair 
conclusions I feel certain that when all is said and done your commit- 
tee will keep this question uppermost: “How much is a leg, an arm, 
loss of sight, a poor functioning heart, to mention but a few of the 
many distressing calamities that can strike at persons in wartime, 
worth to the family of a disabled veteran”? It is true that while 
our Government compensates veterans under separate laws it should 
be remembered that disability compensation is essentially for the 
veteran. Insurance is for the protection of his family. 

When considering the cost of administering the proposed legislation 
it should be borne in mind that the U.S. Veterans Administration has 
now converted its operations to electronic data processing. This 
means that it is no longer suitable to figure in “man-hours” the proc- 
essing and maintaining of insurance records, but in fractions of time 
so smal] that it does not permit a comparison, It is our understanding 
that one inch of tape under EDP will handle from 200 to 534 charac- 
ters and the capacity of the unit is almost unlimited. Certainly the 
addition of some thousands of policies or riders would represent a 
small cost of electronic data processing. 

We appreciate your courteous attention and interest to our presenta- 
tion of the DAV views on pending insurance proposals and if there 
are any questions my associates and I will endeavor to answer them. 

Thank you again. 

Mr. Bartne. Thank you very much, Mr. Freudenberger, for your 
presentation. 
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STATEMENT OF HON. BASIL WHITENER, A MEMBER OF CONGRESS 
FROM THE STATE OF NORTH CAROLINA 


Mr. Bartne. We will now hear from Congressman Whitener, a 
former member of this committee. We wish to welcome you, Con- 
gressman, welcome you back home again. é 

Mr. Wuirener. Thank you, Mr. Chairman. I appreciate this op- 
portunity to be back home again to talk to the committee briefly about 
two bills which I have introduced, H.R. 2263 and H.R. 2264. 

H.R. 22638 is a bill which would require notice by certified mail of 
the lapse of Government life insurance. H.R. 2264 is a bill which 
would authorize the renewal of expired 5-year level premium term 
national life insurance where application for reinstatement is made. 

In that connection I might say that it is my hope that the commit- 
tee will go along with this H.R. 2264 with an amendment as to the date 
to make it carry out the intent which I had in introducing it. But, 
first, as to H.R. 2263, I think that there is a great need in this law 
for such a provision as this bill contains with reference to national 
service life insurance. I can see no hardship to the Government or 
to the Veterans’ Administration which would be over and beyond that 
of a private insurance company in requiring that a notice of lapse be 
sent to the policyholder advising him as to what he must do to get the 
insurance reinstated. 

As the committee knows, that is generally the law in most States 
where an insurer seeks or desires or, under the terms of the policy, feels 
it is entitled to cancel out the policy held by the insured. 

If I may give you a concrete example without calling names: This 
morning at a breakfast I was talking to one of our colleagues in Con- 

ress and I told him I was coming over to testify on this bill. I said, 
“I would appreciate it if you could see fit to come over and testify for 
it.” He said, “Well, I do not feel that I should do it because someone 
might accuse me of testifying from personal interest.” He said fur- 
ther, “I had a NSLI insurance policy and it expired without me know- 
ing about it and when I applied for reinstatement they told me I was 
too late.” And it was for that reason that he said that he would 
not want to come here to testify. 

Now if that situation has been experienced by a Member of Congress, 
and I might say that this Member was at one time a State commander 
of one of the great veterans organizations in my State. Certainly, he 
would be expected to be more aware of the requirements than would 
the average rank and file veteran out in your State or in my State. 

The bill does not require any great amount of explanation. The 
courts have held, with reference to private insurance, that a cancella- 
tion without notice of lapse is a hope hy cancellation. If that is 
true in private insurance, then I say that it would be a very small 
act on the part of the Government to require that written notice by 
certified mail be sent to a policyholder after the grace period has 
expired and within 1 week thereafter in order that he might not be 
faced with a situation which would be a hardship to himself or to his 
family. 

There is another example which comes to my mind that I can men- 
tion to you and, no doubt, each Member of Congress has had a similar 
experience. I think I talked to Mr. Patterson, your counsel, about it 
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at the time that this occurred. A veteran in my community had sub- 
mitted an application for reinstatement of his insurance which had 
expired without him knowing about it because of his failure to get 
his mail or for some other reason. 

He said he had no knowledge that the policy had lapsed. Unfortu- 
nately for this veteran, while his policy was in force, he sustained a 
heart attack. He was very keenly aware of his physical situation and 
that because of it he could not obtain other insurance. Therefore, 
he would have been more alert than the average person to protecting 
his right under his NSLI insurance. 

Unfortunately, the lapse came and by reason of a heart condition 
which existed at the time of the lapse this gentleman was never able 
to get his policy reinstated even though we made every effort here to 
see if there was any way we could doit. Since that time, this veteran 
has passed away. His family has not had the benefit of this NSLI 
insurance upon which he has paid premiums for some 10 years after he 
left the service. I suppose each Member of the Congress has had 
similar experiences and observations. It seems to me that just plain 
old common justice would require that a notice of a lapse be sent to the 
policyholder by certified mail. 

Now I think I might give you another example without being 
accused of having a personal interest because my insurance is now 
active and in force for the full $10,000. I was the victim of an uncon- 
scious lapse of my own insurance. Fortunately in checking with my 
secretary, just in a casual way, to ascertain when we had last paid a 
premium, we found that during the heat of a political campaign we 
had completely overlooked the payment of a premium. Fortunately 
for me, I was able to apply—and this was before I came to the Congress 
and was in another political campaign—but I was able to apply and 
get reinstated.. If I had had some little physical ailment I would have 
lost the benefit of my insurance; so, gentlemen, I hope H.R. 2263 will 
be acted upon favorably by this subcommittee and the Congress. 

The other bill, H.R. 2264, with reference to the reinstatement of the 
NSLI insurance, has been touched upon by the gentleman from the 
Disabled American Veterans who just testified although his testimony 
was more restricted perhaps than mine in its application. 

We all know of many young men who, as they came out of the serv- 
ice, were single, or perhaps they were going to college, or perhaps just 
because of their own youthful improvidence, felt there was no need to 
continue to carry their Government insurance, their NSLI insurance. 
Today, these young men are now fathers of children and husbands 
of wives and they feel keenly that they erred in failing to keep their 
insurance in force. 

This bill, if enacted, would provide that where the policy lapsed for 
nonpayment of premiums, the veteran is entitled to make an applica- 
tion and have it reinstated under such terms and conditions as might 
be prescribed by the Administrator of Veterans’ Affairs. 

I do not find myself out of harmony with the wider suggestion 
which was made by the representatives for the Disabled Veterans 
organization, but I think, without disparaging their position, that I 
can say that the minimum situation or correction which is proposed 
in my bill ought to be enacted into law and give to these men, at 
least those who can meet the physical examination successfully, an 
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opportunity to pay the premiums and pick up their insurance now 
at a time when they need it. 

Now I have nothing further to add. I could talk here for some time 
about it, but I know this committee and its staff are very familiar 
with these proposals which were before the committee in the 85th 
Congress as well as in this Congress. If there are any questions I will 
certainly be happy to undertake to answer them. 

Mr. Barrna. Thank you. 

Do you have any questions, Mr. Dulski? 

Mr. Dutskxt. I have no questions. I think the Congressman covered 
it pretty well. The only thing I can add is that I agree with him 
wholeheartedly because these notices are sent out almost 2 months 
ahead of time and as soon as you get a notice naturally you are not 
going to pay immediately, you wait a while with your payment and 
then sometimes some gentleman who doesn’t have a bookkeeper or 
stenographer neglects to make these payments. 

Mr. Wurrener. Or he maybe misplaces them. 

Mr. Dutsxt. That is right. I think that happens many times, but 
the fact is it is not paid and those are the true facts involved and I 
agree with the Congressman. 

Mr. Bartne. Do you have any questions, Mr. Teague? 

Mr. Teacue of California. I have no questions. 

Mr. Wuirener. May I express to you gentlemen my appreciation 
for your having heard me this morning. 


STATEMENT OF HON. ROLAND V. LIBONATI, A MEMBER OF 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Bartne. We will next hear from Congressman Libonati. 

Mr. Lisonati. Mr. Chairman and members of the committee, during 
recent years, much time, effort, and consideration has been directed 
toward the many problems faced by our senior citizens. It is un- 
fortunate that our social security programs, as advanced as they are, 
do not take adequate care of the needs of many of our aged in this 
bountiful land. 

My appearance here today is dictated by my concern for a small 
segment of our populace which falls into the senior citizens group. 
My presence here results more directly from your consideration of 
H.R. 2246 which I introduced on January 12, 1959. It provides gen- 
erally that term insurance policies held by World War I veterans shall 
be considered fully paid when the insured reaches the of 65. 

1959 figures disclosed that there were 336,000 World War I veterans 
holding term insurance policies valued at $1.5 billion. Most of these 
veterans have paid premiums for 40 or more years. 

Now, as you gentlemen and gentlewomen know, during the past 
40 years, we have had a tremendous increase in our cost of living. 
Inflationary prices have — things for all of us. 

Average incomes of today do not provide us with the necessities of 
daily living, let alone the means of providing for a dignified retire- 
ment commensurate with tomorrow’s prices. The increased tax bur- 
den is another area in our economy, necessary though it is, which is 
making our daily living problems more acute. These and many other 
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economic considerations are making life after 65 a problem rather 
than a pleasure. 

Specifical'y, my friends, I urge you to set favorably on this bill and 
thus repay a portion of the debt which we can never repay in full to 
those needy and deserving 65-year-old men who were once the gallant 
young defenders of our great country. 

Mr. Barine. Thank you. 


STATEMENT OF HON. THOMAS J. LANE, A MEMBER OF CONGRESS 
FROM THE STATE OF MASSACHUSETTS 


Mr. Bartne. We will next hear from Congressman Lane. 

Mr. Lanz. Mr. Chairman, and members of the committee, the pur- 
pose of H.R. 170 is to relieve the veterans of World War I from the 
payment of premiums on Government life insurance, for which they 
are qualified by their military service, as soon as they reach the age of 
65. 

Such insurance, under the provisions of this bill, shall be considered 
as fully paid when the veteran of World War I becomes 65 years of 
age, or on or after the date of enactment of this law, whichever date 
last occurs. 

The insurance shall remain in force without the payment of any 
further premiums. 

The average age of these veterans is approximately 6534 years. A 
few have retired and are dependent upon the small benefits provided 
by old-age and survivors’ insurance, or other pension plans. Others 
are unable to secure employment. Most of them are employed, but 
as their earning power gradually declines, they will find it increas- 
ingly difficult to pay the premiums on their Government insurance. 

e prospect that their insurance will lapse, through inability to 
maintain it, is a source of nagging worry. To lose the protection they 
On paid for through many years increases the insecurity of their 
old age. 

This points up a serious defect in our insurance programs as they 
affect the older veterans. 

This problem, with complicating factors which could not have been 
anticipated 42 years ago, cannot be solved by prevailing methods. We 
propose that the extra cost involved by suspending premium payments 
after the World War I veteran becomes 65, shall be paid for through 
congressional appropriations. 

To help defray this cost, all dividend payments would be suspended 
after the “paid-up” age, and these savings would be applied to the 
payment of insurance benefits at death. 

wo years ago there were only 18,000 policyholders with U.S. Gov- 
ernment 5-year level premium term insurance. ‘The number in effect 
today is considerably less. Furthermore, only a few thousand of 
these would qualify for the benefits of H.R. 170 at the present time. 
The remainder would become eligible when they reach the age of 65. 

H.R. 170 will provide relief for these veterans who have faithfully 
paid premiums on their insurance for many, many years. 

Veterans of World War I are the victims of a benefit-deficit. They 
have never enjoyed the comprehensive programs provided for the 
veterans of World War II, and the Korean war. 
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Through H.R. 170, and other bills pertaining to these older veterans 
of 1917-18, we have the opportunity to make up for the discrimination 
that has operated against them—in fact, and as a result of legislative 
neglect. It is part of the “G.I. bill of rights” for World War I vet- 
onen, so long delayed that it will be of benefit to them only in their 

Mr. Bartne. Thank you, sir. 


STATEMENT OF HON. THOMAS B. CURTIS, A MEMBER OF CONGRESS 
FROM THE STATE OF MISSOURI 


Mr. Barring. We will next hear from Congressman Curtis. 

Mr. Curtis. Mr. Chairman and members of the committee, I appre- 
ciate very much having the opportunity to testify before your sub- 
committee on my bill, H.R. 7051. This bill would amend the Service- 
men’s Indemnity Act of 1951 and by so doing minimize the uncer- 
tainty, confusion, and delay in making payment under the act to 
the close relatives of the deceased serviceman who, by misfortune or 
' oversight, has no designated beneficiary for this indemnity. 

It provides that, in the absence of a designated beneficiary, or when 
this beneficiary predeceased the serviceman, payment shall be to the 
classes of beneficiaries set forth in the act in their order. These are: 
First, the widow; second, the children ; third, the parents; and fourth, 
the brothers and sisters of the deceased. 

Equal shares would be given to the beneficiaries of the same class 
if there is more than one in the class which receives the payments. As 
is presently the case, in the absence of beneficiaries of the classes 
named, no indemnity benefits would be paid. It is not the purpose 
of this bill to create beneficiaries where none existed before. 

The order by class of beneficiary would be altered, however, if the 
deceased had in force at the time of his death any national service life 
insurance or U.S. Government life insurance. In this case, the bene- 
ficiary of this insurance, if within the classes of those who would re- 
ceive the indemnity benefits as set out above, would likewise be the 
beneficiary of the indemnity. 

I believe that the passage of this bill will tend to help the famil 
of the serviceman upon his death. I am hopeful that this bill will 
pass this Congress this year. A; ; 

Again, I want to thank you for giving me the opportunity to testify 
before your subcommittee on this measure. 

Mr. Barine. We appreciate your testimony. 


STATEMENT OF HON. JAMES B. UTT, A MEMBER OF CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Barine. We will next hear from Congressman Utt from Cali- 
fornia. 

Mr. Urr. Mr. Chairman and gentlemen of the committee, I appre- 
ciate this opportunity to appear before you to present my views on 
H.R. 3382 and I have a very brief statement which I would like to 
file for the record in full. 

Mr. Barrne. Without objection it is so ordered. 
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(The statement referred to follows :) 


STATEMENT BY THE HONORABLE JAMES B. Utt, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA IN RE H.R. 3382 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to present my views in regard to H.R. 3382, introduced by me on January 26, 


1959. 

The bill, if enacted, would amend the Veterans’ Benefits Act of 1957 to permit 
veterans to assign their U.S. Government life insurance policies and national 
service life insurance policies as collateral for certain loans. 

If a lending agency carries insurance on the lives of its borrowers such that, 
if the borrower shall die or become totally and permanently disabled prior to 
the discharge of his obligation to the lending agency, the insurance company 
will then pay the outstanding balance of the obligation, together with accrued 
interest. Under such conditions, if permitted, a U.S. Government life insurance 
policy or a national service life insurance policy could be assigned by veterans 
as collateral for a loan made by any lending institution which has such loan 
protection in favor of its borrowers. The value of permitting assignment of 
these policies as collateral would be immeasurable to the veterans. 

Credit unions as an example, carry loan protection insurance and have quite 
a few loans collateralized by assignments of insurance policies issued by com- 
mercial companies. The owners, and particularly the beneficiaries of these 
policies, feel they are better off to borrow from the credit union and use the 
policy as collateral, in most cases at a higer rate of interest, rather than to 
borrow from the company direct against the policy, because the insurance- 
protected loan does not place the policy in jeopardy in the event of the death of 
the borrower. 

I do, as I stated above, feel that the benefit to the veteran, in being permitted 
to assign these policies as collateral, would be immeasurable, and I sincerely 
hope the committee will take favorable action on this bill. 

Mr. Urr. I do want to simply say that this bill permits the using 
of national service life insurance policies for collateral on loans pro- 
vided only that the lending company issues a life or permanent dis- 
ability policy; so, in case the oder dies before the contract is repaid 
in full, there will be no liability against the estate or the widow or the 
children. The obligation will be liquidated. 

The main benefit of this bill would be that it would let some of the 
veterans borrow at lower rates of interest from credit unions and 
banking institutions rather than to have to go to the lending agents 
who would charge all the way from 2 to 4 percent a month and some- 
times this is the only item they can use for collateral in a hurry and if 
they are denied that they are forced to go to what we might call a loan 
shark under the small loan act and pay exorbitant rates of interest 
and this bill is limited to the borrowing only from an institution that 
will issue a life and disability policy in case the borrower dies before 
the contract is repaid and I ith lente my statement and will be happy 
to answer any questions. 

This is a very short bill and I think it would be very beneficial to 
the veterans. "Phey are going to borrow the money anyhow and if 
they are forced to go to the loan sharks they are hurt and also they 
have no policy to pay off in case they die before the liquidation of the 
contract. 

Mr. Bartne. Thank you. Are there any questions? 

Mr. Dutsxt. I have no questions. 

Mr. Barrina. Mr. Teague? 

Mr. Tracusr of California. I have no questions, but I would like 
to say this: Mr. Boykin usually sits in this chair and frequently says 
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that he is for everything that the veterans are for. I won’t go that 
far, but I will say I have such confidence in my friend Jimmy Utt 
that Iam for everything he is for. 

Mr. Urr. Thank you very much. 

I have had a great deal of correspondence from veterans saying that 
it would help them. 

I have also had correspondence from the credit unions stating that 
it would be beneficial to many of their members. 

Thank you, Mr. Chairman. 

Mr. Barine. Thank you very much, Mr. Congressman. 

’e appreciate your testimony. 


STATEMENT OF HON. ALVIN E. 0’KONSKI, A MEMBER OF CONGRESS 
FROM THE STATE OF WISCONSIN 


Mr. Bartne. We will next hear from Congressman O’Konski. 

Mr. O’Konsxr. Mr. Chairman and members of the committee, the 
free serviceman’s indemnity insurance for Korean conflict servicemen 
_ expired on December 31, 1956. Those service men and women who 
previously held national service life insurance policies may apply for 
reinstatement of their NSLI policies. 

A serviceman may make application for reinstatement to become 
effective not earlier than 6 months prior to the date of application; or, 
on the date of application for reinstatement ; or, not later than the first 
day of the month following the date of application for reinstatement. 

it is not mandatory, but it is the accepted practice in the military 
service to begin all payroll deductions on the month following the date 
of application. The reason is for easier bookkeeping and it also avoids 
multiple deductions from 1 month’s pay and thus avoids any finan- 
cial hardship on the service man or woman. 

H.R. 9509 provides that in the event the service man or woman is 
killed or otherwise dies on active duty between the date of application 
for reinstatement of the national service life insurance policy and the 
first day of the following month, that the policy will be held to be in 
effect as of the date of death. 

For an example, Col. James F. Hogan made application for re- 
instatement of his national service life insurance the ne on August 14, 
1959, to become effective on September 1, 1959. 

This application was filed with the U.S. military assistance advisory 
group in Denmark on that same date. The colonel submitted with his 
application, a check for 2 months premiums to cover the period 
necessary to permit the application to reach the United States, and he 
processed and payroll deductions instituted. 

On August 26, 1959, Colonel Hogan was killed in an aircraft accident 
in Greenland. This was 4 days prior to the scheduled effective date 
of the reinstatement of the national service life insurance policy. 
However, the serviceman had made application for insurance 12 days 
prior to his death and had submitted 2 months’ premiums. 

It is true that the serviceman could have made the application 
effective the date of application. Unfortunately, however, he, as well 
as other servicemen, are not always aware of this privilege and because 
it is the usual policy in service to begin allotments the 1st day of the 
following month, this was the most normal or natural procedure to 
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follow. The intent of the serviceman was clear; he wanted to protect 
his dependents and submitted premiums to reinstate his policy. 

He died on active military duty ; it is a tragedy that the man’s family 
is now deprived of insurance benefits because of a technicality. 

Mr. Bartne. We thank you, Mr. O’Konski. 

Mr. O’Konsx1. Thank you, Mr. Chairman. 


STATEMENTS OF CLARENCE H. OLSON, ASSISTANT DIRECTOR, NA- 
TIONAL LEGISLATIVE COMMISSION, AMERICAN LEGION; JOHN J. 
CORCORAN, DIRECTOR, NATIONAL REHABILITATION COMMIS- 
SION, AMERICAN LEGION; WARREN H. MacDONALD, ASSISTANT 
DIRECTOR FOR PROGRAM MANAGEMENT, AMERICAN LEGION; 
AND CHARLES E. MATTINGLY, VETERANS INSURANCE REPRE- 
SENTATIVE, AMERICAN LEGION 


Mr. Barina. Mr. Olson from the American Legion is next. 

Mr. Otson. Mr. Chairman, it takes a lot of us to bring this 
message. 

Mr. Bartna. You are very welcome here. 

Mr. Orson. My name is Clarence H. Olson and I am the assistant 
director of the national legislative commission of the American 
Legion. 

Before introducing the principal witnesses, I want to take this 
opportunity to express our appreciation to you for your fine help 
in introducing three bills for us last week pertaining to the discussion 
here today. 

Mr. Corcoran is the director of our national rehabilitation com- 
mission, and sitting immediately to his left is Charles E. Mattingly, 
our veterans’ insurance representative; and also we have Mr. Warren 
H. MacDonald, which is spelled M-a-c, and I mention that because he 
has given me the devil about that being close to St. Patrick’s Day, 
and he is the assistant director for program management under Mr. 
Corcoran. 

Now, Mr. Corcoran has a prepared statement which he would like 
to be privileged to read if it is agreeable with the committee. 

Mr. Bartna. Thank you, Mr. Olson. 

Mr. Corcoran, we would appreciate hearing your testimony at 
this time. 

Mr. Corcoran. Thank you, sir. I don’t know whether the size 
of this group is a show of strength or a show of weakness. 

Mr. Chairman and members of the subcommittee, the American 
Legion appreciates this opportunity to present its proposal for the 
improvement of the insurance programs administered by the Vet- 
erans’ Administration. 

Our requests are based on resolutions which have been adopted 
either by a national convention of the American Legion or by the 
organization’s national executive committee, 

With respect to the Government insurance programs for service- 
men and veterans, it is the standing policy of the American Legion: 
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(1) To support and maintain the integrity of the U.S. Goy- 
ernment and national service life insurance, and the trust funds 
established therefor, in accordance with sound insurance 

(2) To support only such changes as will continue to insure 
to those veterans who reinstate or continue their insurance on 
either a term or converted basis, and to their beneficiaries, the 
full value of a life insurance contract based on sound insurance 
practices; and 

(3) To support national policies, laws and administrative ac- 
tions calculated to maintain the sound value of the dollar and 
consequently to maintain the sound value of insurance benefits 
to veterans and their beneficiaries under their insurance contracts. 

To insure compliance with this policy, it is the practice of national 
conventions and the national executive committee to refer all resolu- 
tions relative to insurance programs to the national rehabilitation 
commission for study and recommendation. In turn, the commission 
submits all such resolutions to the American Legion’s insurance 
advisory board for analysis and report. 

The insurance advisory board is comprised of members who are 
familiar with insurance practices generally, and with the program 
administered by the Veterans’ Administration particularly. Many 
are daily engaged in one phase or another of the insurance business. 

The board holds a 2-day meeting once each year here in Washington 
immediately preceding the annual meeting of the full national reha- 
bilitation commission and reports in writing to the commission. The 
board considers all matters referred to it by the commission, all in- 
surance bills then pending before the Congress, and any other matters 
which may come to its attention relative to the veterans’ insurance 
programs. 

Also, it is the board’s practice to review in detail the current status 
and operations of the VA-administered programs. For this purpose, 
the board normally has the benefit of the presence of the top officials 
of the VA Department of Insurance. During a portion of its most 
recent meeting, February 27-28, 1960, the board was also honored 
by the presence of Mr. Edwin B. Patterson, counsel to the Committee 
on Veterans’ Affairs. 

We cite this background of the policy and practice of the American 
Legion relative to insurance resolutions to establish that the proposals 
we advance for your consideration are not the product of hasty judg- 
ment. We are convinced that the proposals are sound and wel- 
reasoned. 

The American Legion’s current proposal for improvement of the 
VA-administered insurance programs includes a request for the re- 
opening of contract rights for national service life insurance, certain 
liberalizations in the premium waiver provisions based on total dis- 
ability, and extension of the right to contract for total disability 
income protection of $10 per $1,000 insurance coverage for a very 
limited group of World War II veterans who were disabled in service. 

I will take up in turn each of these issues and cite the pending bills 
which we believe would substantially accomplish the purpose of our 
several resolutions. 
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First, and foremost in terms of importance and magnitude, the 
American Legion urges your subcommittee to favorably report a bill 
to provide an opportunity for certain veterans to apply for new con- 
tracts of national service life insurance, subject to the same limita- 
tions that were applicable to the veterans concerned during the period 
of time in which they were eligible to apply for such insurance. 

For these purposes, we ask that the right to contract for national 
service life insurance be reopened for a period of 1 year. It is be- 
lieved equitable that policies issued by reason of this legislation should 
provide for a premium charge to the insured sufficient to cover the cost 
of administering the insurance granted. 

H.R. 974, H.R. 4305, H.R. 4924, H.R. 4955, H.R. 10063, and H.R. 
10407, while not identical, all seek to provide certain World War II 
and Korean conflict veterans with an opportunity to take out national 
service life insurance which they had failed to take out previously or 
which had been canceled subsequent to their taking it out. 

Specifically, these bills would authorize the issuance, wpon appli- 
cation within 1 year after date of approval, of— 

(1) participating national service life insurance to insurable 
veterans of service between inclusive dates of October 8, 1940, 
and April 24, 1951; 

(2) nonparticipating national service life insurance to insur- 
able veterans who had servicemen’s indemnity coverage between 
inclusive dates of June 27, 1950, and December 31, 1956; and 

(3) nonparticipating national service life insurance to veter- 
ans separated from service after April 25, 1951, who are deter- 
mined by the Veterans’ Administration to have had their insur- 
ability impaired by service-connected disability. 

Persons in the first category abruptly lost the right to contract for 
additional or new amounts of NSLI as of April 25, 1951. Persons 
in the second category had only a 120-day period following separation 
from service in which to apply for veterans’ special term insurance; 
and, those discharged less than 120 days before January 1, 1957, had 
even less time. 

Persons in the third category had a period of 1 year from the date 
that the Veterans’ Administration determined the disability to be 
service-connected in which to apply for service-disabled veterans 
insurance. 

There is a fourth group which these bills would not take care of 
but which the American Legion believes should be included. I refer 
to those veterans of service between October 8, 1940, and September 2, 
1945, both dates inclusive, who have a service-incurred disability less 
than total in degree and who were entitled, based upon application 
submitted between August 1, 1946, and January 1, 1950, to have such 
disability waived and to be granted NSLI under section 602(c) (2) if 
they were otherwise in good health. 

We ask that any bill favorably considered for purposes of reopen- 
ing insurance rights be amended to grant equal rights to this limited 
class of disabled veterans. Their insurability has been impaired by 
reason of their wartime service. 

The American Legion strongly believes that the reopening for 1 
year of the insurance programs referred to would be a means of 
affording the veterans concerned just and equitable treatment. 
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There are many reasons why these veterans did not or could not 
take advantage of opportunities earlier provided to secure and main- 
tain this insurance protection. These include problems of readjust- 
ment following release from wartime service. ‘The veterans were for 
the most part relatively young; they were perhaps in low-paying jobs 
or going to school. Many were struggling to establish their families 
niet such circumstances. It is no wonder so many dropped their 
Government insurance or failed to take it out in time. An additional 
problem was caused by the many administrative difficulties faced by 
the Veterans’ Administration in the early years after the close of 
World War II. 

We have received many letters from World War II veterans who 
dropped their NSLI policies after release from service for economic 
or other reasons but who planned to reapply at a later date. Un- 
fortunately, the cutoff date of April 25, 1951, caught them unaware 
and they were thereafter prohibited from contracting for new or 
additional coverage. 

We respectfully urge your favorable consideration of legislation to 
-provide a limited period for all veterans otherwise eligible to apply 
for new or additional national service life insurance. 

The privilege of applying for such insurance would be beneficial to 
any veterans who lost their NSLI policies by reason of improper ad- 
vice or misunderstanding. 

For example, persons who had been issued NSLI prior to April 25, 
1951, were thereafter entitled to apply for an inservice waiver of 

remiums to continue during continuous active service and for 120 
“ s thereafter. Prior to the end of such period, the insured was en- 
titled to restore the policy to a premium-paying basis. 

In many cases, the insured reentered active service prior to the end 
of the 120-day period but failed to reapply for the waiver and the 
policy subsequently lapsed. In some cases the failure was due to 

aulty advice; in others, due to the insured’s belief that the waiver 
would continue automatically. 

Effective December 23, 1953, the Veterans’ Administration provided 
by regulation that if an insured reentered active service while pre- 
miums were being waived under section 622 of the National Service 
Life Insurance Act of 1940, such reentrance would be deemed to be a 
continuation of the previous active service so that the waiver would 
continue automatically. 

The American Legion was unsuccessful in its efforts to have the 
Veterans’ Administration give this regulation a retroactive effect to 
April 25,1951. Thus, there are still many who lost their policies fol- 
lowing reentrance into active service in the period April 25, 1951, to 
December 23, 1953, but during a period when the section 622 waiver 
was in effect. 

The American Legion has adopted a resolution seeking to provide 
for the reinstatement of any policies which lapsed under such cir- 
cumstances. The bills before you to permit veterans to reapply for 
NSLI for a limited period would take care of this particular situation. 

Your attention is now called to the bill, H.R. 4657, which would 
amend section 715 of title 38 to permit veterans with service-connected 
disabilities less than total in degree, who now have the $5 per $1,000 
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total disability income provisions included in their NSLI policies, to 
obtain the new $10 per $1,000 total disability income protection. 

The American Legion urges that this proposed legislation be ap- 

roved. As of December 31, 1959, there were only 417 policies in 
jored to which this liberalization would apply. These policyholders 
now pay double the premium charged for the nondisabled for a like 
amount of total disability income protection. 

Through enactment of Public Law 85-678, over 5,900,000 NSLI 
poliestalaiens meeting health requirements can obtain disability cover- 
age of $10 per $1,000 of insurance at the same premium rate these 417 
service-disabled policyholders pay for their $5 coverage. 

We firmly believe this small group should be given an opportunity 
to take advantage of the $10 per $1,000 coverage, in lieu of the $5 they 
now have, even if there be some cost to be met by appropriation. 

If H.R. 4657 is approved, these policyholders will still be required 
to pay two times the premium rate charged nondisabled policyholders 
for the same protection. But if they are willing to pay this penalty, 
brought about by their service-incurred disabilities, we feel they should 
not be denied the right to purchase the additional protection. 

I now wish to address myself to three bills—H.R. 11066, H.R. 
11067, and H.R. 11068—recently introduced at our request by the 
chairman of your subcommittee. Each would provide for certain 
liberalizations relative to the provisions for a waiver of premiums 
under section 712 of title 38 based on continuous total disability. 

To obtain a waiver of premiums under that section it is required 
that the total disability must be of 6 or more months duration and 
commence (1) after date of application for insurance; (2) while the 
insurance was in force under premium-paying conditions; and (3) 
before the insured’s 60th birthday. It is further provided that the 
Administrator may not grant waiver retroactively for any premium 
becoming due more than 1 year before receipt of the application for 
waiver except where it is found the failure to timely apply was due 
to circumstances beyond the insured’s control. 

H.R. 11066 would provide for continuation of the waiver privilege 
to age 65 provided the insured applied for such additional coverage 
prior to age 60 while in good hea th, and paid such extra premium as 
the Administrator determines necessary. 

H.R. 11067 would grant a waiver of premiums to those veterans 
who became totally disabled in line of duty between the date of appli- 
cation for insurance and the effective date of the policy. 

This is deemed equitable because many servicemen were unable to 
pay cash for their initial premium and it was the general practice to 
authorize Pemiues deductions from pay, effective the first day of the 
pay period following date of application. Those who incurred total 
disability in line of duty prior to the effective date are ineligible for a 
waiver of premiums under existing law. 

H.R. 11068 would provide a further exception to section 712 to 
authorize the Administrator to grant a waiver even though the in- 
sured failed to timely apply. This would be limited to those cases 
where it could be shown that there was on record in the Veterans’ 
Administration or the service department concerned satisfactory evi- 
dence of the insured’s total disability within 1 year of the date the 
policy lapsed. 
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Provision is also made in this bill for ey we the unpaid pre- 
miums from date of lapse to date of waiver by placing an interest- 
bearing lien against the policy. 

We respectfully urge your favorable consideration of these bills as 
well as those previously discussed. 

Copies of the resolutions forming a part of the American Legion’s 
current insurance program are herewith submitted for the record. 

Mr. Bartnc. Without objection, the resolutions will be included 
with your testimony in the record. 
(The resolutions referred to follow :) 


NATIONAL EXECUTIVE COMMITTEE MEETING OF THE AMERICAN LEGION, 
HELD APRIL 29—-May 1, 1959 


RESOLUTION NO. 12 


Committee : Rehabilitation commission. 
Subject: National service life insurance total disability premium waiver fol- 
lowing insurance application. 

Whereas when national service life insurance could be obtained by persons 
- serving in the Armed Forces after October 8, 1940, date of approval of the act 
of Congress providing for issuance of this insurance, and before April 25, 1951, 
the date an amendatory act terminated such issuance, the system providing for 
payment of premiums by allotment from active service pay caused the insurance 
in most cases to be made effective from the first day of the month following 
date of application as permitted by law rather than from date of application ; 
and 

Whereas provisions of the insurance contract being inoperative before its 
effective date, deaths occurring and total disability commencing in active service 
between date of application and the effective date are not covered except as 
expressly provided for by law; and 

Whereas such deaths occurring in line of duty after October 8, 1940, and 
before August 1, 1946, were granted the insurance coverage by an amendatory 
act of Congress approved the latter date; and 

Whereas total disability incurred in line of duty commencing before effective 
date of the insurance was not so covered so that, while life insurance protection 
was afforded from the effective date, no waiver of premiums for total disability 
which commenced before the effective date can be granted during the continu- 
ance of such period of total disability, because such waiver is authori.ed only 
where insurance is in force under premium-paying conditions; and 

Whereas the national rehabilitation commission and its insurance advisory 
board consider that waiver of premiums should be granted in wartime cases 
under these circumstances even though the insurance is not in force under 
premium-paying conditions before the effective date: Therefore be it 

Resolved by the National Executive Committee of the American Legion in 
regular mecting assembled in Indianapolis, Ind., on April 29-30 and May 1, 1959, 
That the American Legion shall sponsor legislation to provide that any person 
who, during active military service between inclusive dates of December 7, 
1941, and September 2, 1945, and of June 27, 1950, and April 24, 1951, was 
granted national service life insurance and became totally disabled in line of 
duty between the date of application and effective date of the policy shall not 
be denied waiver of premiums because of such total disability. 


RESOLUTION NO. 14 


Committee: Rehabilitation commission. 
Subject: National service life insurance total disability premium waiver in 
exceptional cases. 

Whereas a limitation on the retroactive waiver of national service life insur- 
ance premiums on account of total disability, imposed August 1, 1946, by an 
act of Congress, has prevented some veterans totally disabled continuously over 
long periods from getting merited premium waivers so that contracts have lapsed 
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since August 1, 1947, which would have been maintained in force were waivers 
permitted ; and 

Whereas considering this subject the national rehabilitation commission and 
its insurance advisory board decided insurance should be revived in such cases, 
where there is substantial proof of the commencement of total disability while 
the insurance was in force under premium-paying conditions and of the con- 
tinuance of total disability thereafter, but legislation would be needed to permit 
the necessary waiver of premiums: Therefore be it 

Resolved by the National Executive Committee of the American Legion in 
regular meeting assembled in Indianapolis, Ind., on April 29-30, and May 1, 1959, 
That the American Legion shall sponsor legislation, to be effective from August 
1, 1947, to provide that the Administrator of Veterans’ Affairs may grant a 
waiver of premiums on national service life insurance for total disability where 
the total disability commenced before lapse of a policy and has been continuous 
thereafter, if there is an official record, of total disability within 1 year of date 
of lapse, in the Veterans’ Administration, Department of Defense or Coast Guard 
in the Treasury Department, through placement of a lien with interest against 
the policy to cover any premiums so waived which could not be waived under 
authority presently granted the Administrator by statute. 


RESOLUTION NO. 15 


Committee: Rehabilitation commission. 
Subject : Continuance of inservice waiver of U.S. Government life insurance and 
national service life insurance premiums. 

Whereas Veterans’ Administration regulations provided prospectively from 
December 23, 1953, for continuance, without further application, of a waiver of 
U.S. Government or national service life insurance premiums during active 
service upon reentrance within 120 days following separation from a period of 
active service during which such waiver was in effect; and 

Whereas these regulatory provisions conserved the insurance of servicemen 
they benefited but, because the regulations were not effective retroactively, indi- 
viduals similarly situated between the date such waivers could be effective ini- 
tially, June 1, 1951, and December 23, 1953, lost their insurance through failure 
to make a further application for premium waiver upon reentrance as then 
required ; and 

Whereas except where death has intervened, the insurance rights of veterans 
of wartime service could be restored if, through legislation, the same provision 
is made from June 1, 1951, as was made by regulation from December 23, 1953, 
sos it is desirable that equitable treatment for all be so accorded: Therefore, 

e it 

Resolwwed by the National Executive Committee of the American Legion in 
regular meeting assembled in Indianapolis, Ind.,; on April 29-80 and May 1, 
1959, That the American Legion sponsor legislation to provide for continuance 
of a waiver of premiums during active service upon reentrance within 120 days 
following separation from a period of active service hetween June 1, 1951, and 
December 23, 1953, during which such waiver was in effect, without further 
application, except where death has intervened. 


RESOLUTION NO. 16 


Committee: Rehabilitation commission. 
Subject: National service life insurance disability income protection for World 

War II service disabled. 

Whereas since November 1, 1958, about 6 million World War II and Korean 
conflict veterans have been authorized by law to obtain disability income pro- 
tection of $10 per $1,000 national service life insurance in lieu of the $5 per 
$1,000 provision available previously for extra premium charge; and 

Whereas the greater protection was not authorized for 399 World War II 
veterans who obtained and now have disability income coverage in the lesser 
amount by waiver of good health because of service-connected disabilities less 
than total in degree and after careful consideration the national rehabilitation 
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commission and its insurance advisory board recommend they be allowed to 
exchange their present provision for the newer benefit upon application and 
payment of the required premium: Therefore be it 

Resolved by the National Executive Committee of the American Legion in 
regular meeting assembled in Indianapolis, Ind., on April 29-30 and May 1, 
1959, That the American Legion seek amendatory legislation in the 86th Con- 
gress to permit World War II veterans with service-connected disabilities less 
than total in degree who have $5 per $1,000 total disability income provisions 
included in their national service life insurance policies to obtain the new $10 
per $1,000 total disability income protection. 


RESOLUTION NO. 52 


Committee: Rehabilitation Commission. 
Subject: National Service Life Insurance total disability premium waiver 
before age 65. 


Whereas existing law provides only for waiver of premiums on national service 
life insurance, upon application by the insured, during continuous total disability, 
which continues or has continued for 6 or more consecutive months, if such 
disability began (1) after the date of his application for insurance, (2) while 
the insurance was in force under premium-paying conditions, and (3) before the 
insured’s 60th birthday, and 

Whereas it is the desire of the American Legion that the veterans having 
national service life insurance be privileged to purchase, for extra premium 
charge, a continuance of such waiver of premiums for total disability commenc- 
ing before any such insured’s 65th birthday, if he wants it: Therefore, be it 

Resolved, by the national executive committee of the American Legion in regu- 
lar meeting assembled in Indianapolis, Ind., on April 29-30 and May 1, 1959, 
That the American Legion sponsor and support enactment of legislation to extend 
the total disability premium waiver provisions of section 712 of title 38, United 
States Code, for insureds wanting this coverage under national service life in- 
surance contracts after reaching age 60, which will enable them to obtain this 
waiver under conditions of such section for total disability commencing before 
age 65, providing they apply for such added benefit before attaining age 60, 
present proof of good health satisfactory to the Administrator, and pay such 
extra premium as may be prescribed. 


NATIONAL CONVENTION OF THE AMERICAN LEGION, 1959, HELD IN MINNEAPOLIS, 
MINN., AvueusT 24-27, 1959 


RESOLUTION NO. 76 


Committee: Rehabilitation Commission. 
Subject: One-year period be provided for veterans to apply for national service 
life insurance. 


Whereas a great many World War II and Korean conflict veterans failed to 
continue their national service life insurance in force after leaving the services 
and realize now that they should have retained such insurance, and 

Whereas under existing legislation they cannot obtain such national service 
life insurance coverage : Therefore, be it 

Resolved, by the American Legion in annual national convention assembled in 
Minneapolis, Minn., August 24-27, 1959, That the American Legion continues to 
support legislation in the 86th Congress which will authorize issuance, upon ap- 
plication within 1 year after date of approval, of national service life insurance 
to insurable and service-disabled veterans of service between inclusive dates 
of December 7, 1941, and September 2, 1945, and of June 27, 1950, and July 27, 
1953, under policies which provide for a premium charge which will cover 
administrative costs. 


Mr. Corcoran. Thank you, Mr. Chairman, and members of the 
committee, for your interest in our views. 
Mr. Bartne. Mr. Teague, do you have any questions ? 
Mr. Tracut of California. Yes; I have one question. 
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I have an entirely open mind, Mr. Corcoran, on this reinstatement 
rinciple. It is very appealing. Something oceurs to me, though: 
as the American Legion made any study as to what effect reinstate- 
ment or liberalizing of the right to apply would have on existing 
policies, the policies of those men who did not allow their insurance 
to lapse or who took advantage of the opportunity to apply in 
accordance with the provisions of the law? 

What I am getting at is this: Would this not have some effect on 
increasing the cost or lowering the value of the policies of those who 
did not aflow a lapse to take place ? 

Mr. Corcoran. To my knowledge, it would not so affect the present 
policyholders. You notice that in our proposal to reopen this right 
for a year, we specifically say that any administrative charges to 
accrue or occur as a result of these new policies should be borne by the 
new policyholders, by the new insured. 

Mr. Tracur of California. Well, I do not know, Mr. Chairman. 

May I ask Mr. Patterson whether his staff has made any inquiry 
as to that ? 

CounseL. The staff would agree with Mr. Corcoran, that the re- 
opening would have no effect on the existing policies or policyholders. 

Mr. Corcoran. This, Mr. Congressman, we feel, as indicated in our 
statement, is one of our most pressing problems and, as you suggested, 
one that has a great deal of. appeal. We know, not only from ex- 
perience with these veterans, but also from letters that we have re- 
ceived in our Washington office, at our magazine office, and throughout 
the country, that, as a matter of fact, there is a substantial group of 
veterans who did not understand that the right to get insurance was 
being terminated as of April 25, 1951. Then, there is another sub- 
stantial group who, even though they would liked to have taken it out, 
were not in such circumstances to permit such action and we would 
feel that there is sufficient appeal in these two types of groups to merit 
favorable consideration. 

Mr. Teacut of California. Thank you very much. 

Mr. Bartne. Mr. Dulski, do you have any questions? 

Mr. Dutsxt. No questions. 

Mr. Barrtne. We are very honored to have the gracious lady, Mrs. 
Rogers, from the full committee, sitting with us. 

Mrs. Rogers, would you like to make a statement ? 

Mrs. Rogers. Thank you very much, Mr. Chairman. You are a 
very fine chairman. 

To you gentlemen, I will say I enjoyed your splendid statement and 
I heartily agree with you. I have, for a long time, admired you. I 
hope the committee will do something. 

Mr. Bartne. I do, too. 

I think it is about time we reopened some of these avenues and 
made corrective changes in the law. 

Mr. Barina. Are there any other statements from your group? 

Mr. Orson. No, sir. That concludes our business before you. 

Mr. Bartne. We are always happy to have the members of the 
Legion with us and we thank you for coming today. 
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STATEMENT OF HON. JAMIE L. WHITTEN, A MEMBER OF CONGRESS 
FROM THE STATE OF MISSISSIPPI 


Mr. Barine. Our next witness is Congressman Whitten. 
Mr. Wuirren. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to appear before you to urge necessary 
changes in the present veterans’ insurance law, which I believe would 
be of great benefit to a number of veterans. 

After studying the many insurance problems which have arisen, I 
believe this committee will take action to alleviate many problems 
which veterans have been having with their national life and other 
veterans’ insurance matters. In many cases, what is happening to 
the veteran is much more to his disadvantage than would be permitted 
under regular insurance laws of the various States. 

I have introduced H.R. 974, which would do much to correct the 
present unnecessary hardships imposed in individual cases and do 
much to give proper solution to the many problems that exist. 

I have a number of cases in my files with regard to servicemen who 
_ had been carrying Government insurance and for one reason or another 
had allowed the insurance to lapse. Doubtless it may be said that in 
some cases the veteran could have been more diligent himself. In many 
other instances, however, it was entirely unavoidable because of chang- 
ing address, moving from one post office service to another, and having 
notification not only delayed somewhat but in some instances notice 
was never received by the veteran. The Veterans’ Administration has 
refused relief. 

I would like to bring to your attention one instance where applica- 
tion for renewal was sent by the Veterans’ Administration. The 
veteran did not receive it. He tendered his regular monthly payment 
of $6.50 but the notice which the veteran did not receive for the new 
term announced an increase in payment. This veterans was advised 
that since he did not tender the full amount of payment his policy had 
lapsed. There are any number of similar cases. 

In another instance, a premium was due on April 10. The veteran 
mailed in the premium. His letter was postmarked April 10; but the 
Veterans’ Administration cancelled his policy because his letter was 
not postmarked prior to 12 o’clock on April 9. 

In my opinion that is drawing the line too fine. 

These men are veterans. Other veterans would not wish these indi- 
viduals to be thus penalized. The Veterans’ Administration, however, 
says that to correct these unreasonable interpretations would endanger 
the fund. 

I would like to bring to your attention that the VA in 1948 had a 
total of $2,800,000 in dividends to be paid, $2,738,000 of which were 
issued. In 1951, they had $685 million, reduced to $645 million be- 
cause of premiums waived, of which $639 million was issued. In 
1952 the VA had $200 million, of which $145 million was issued, and 
for 1960 they have $235 million to be paid in dividends, and if con- 
tinued in the same manner it will run into billions. I may say that 
these dividends were made partially at the expense of these veterans 
of whom I have been speaking. 
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In this bill, I propose that the veteran shall have 1 year in which 
to renew and get his insurance matters straightened out. It is my 
belief the insurance laws of the Veterans’ Administration should be 
so written as to make it easier for veterans to carry this insurance; 
and I trust this committee will report out a bill which will assist in 
relieving the veterans from the hardships imposed by present VA 
insurance laws. 
Thank you. 
Mr. Bartne. We appreciate your coming. 


STATEMENT OF FRANCIS W. STOVER, DIRECTOR, NATIONAL LEGIS- 
LATIVE SERVICE, VETERANS OF FOREIGN WARS OF THE UNITED 


STATES 


Mr. Baring. We will next call on Mr. Stover of the Veterans of 
Foreign Wars. 

Mr. Srover. Mr. Chairman and members of the subcommittee, for 
the record my name is Francis W. Stover and I am the director of 
the National Legislative Service of the Veterans of Foreign Wars 
of the United States, consisting of 1,300,000 members located in posts 
in every State in the Union. 

I deeply appreciate this opportunity and privilege to appear here 
this morning to present the national viewpoint of my organization 
with respect to the bills presently before you. 

First, may I make it clear that the legislative position and objec- 
tives of the Veterans of Foreign Wars, for the most part, are estab- 
lished by the mandates adopted at our most recent annual conven- 
tion. 

At our 60th annual convention which was held in Los Angeles, 
Calif., August 30 to September 4, 1959, two resolutions were adopted 
pertaining to the insurance program administered by the Veterans’ 
Administration. 

One of these resolutions identified as Resolution No. 9 is an omnibus 
one which addresses itself to nine aspects of the insurance program. 
The other is identified as Resolution No. 88 and is entitled, “To Pro- 
vide for Waiver of Premiums Life Insurance Policies,” and seeks 
to have waiver of premiums benefits in NSLI contracts after the 
insured has reached age 60. At this time, with your permission, Mr. 
Chairman, it is requested that copies of these two resolutions be in- 
serted in the record. 

Mr. Bartne. Without objection it is so ordered. 

(The resolutions referred to follow :) 


REsoLutTion No. 9—GOVERNMENT INSURANCE PROGRAM 


Be it resolved, by the 60th National Convention of the Veterans of Foreign 
Wars of the United States, That we seek approval of the following recommenda- 
tions, by legislation or administrative changes, as applicable. 

A. An amendment to the national service life insurance whereby veterans 
with service on and after October 8, 1940, to September 2, 1945, and from June 27, 
1950, to January 31, 1955, uninsurable because of service-connected disabilities, 
shall have the right to purchase nonparticipating life insurance under section 
620 for a period of not less than 1 year from the effective date of amendatory 
legislation without regard to present statutory time limits. 
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B. Legislation to grant World War II and Korean veterans the right to apply 
for new national service life insurance policies for a period of not less than 1 
year after the date of approval of such legislation. 

C. An amendment to VA regulations or legislation, if necessary, to allow 
dividends to be prorated when insurance becomes a claim if necessary to main- 
tain the insurance in force. 

D. Continuing strong opposition to any proposal to separate the present vet- 
erans insurance program from the Veterans’ Administration by the establishment 
of a separate insurance corporation or otherwise. 

B. To provide reinstatement privileges under national service life insurance 
policies similar to U.S. Government life insurance policies which waive good 
health requirements if the only bar to good health is service-connected disabili- 
ties and reinstatement is applied for within 2 years from date of lapse. 

F. To provide for waiver of service-connected disabilities for the purposes of 
reinstating H or RH policies. 

G. That the persons eligible for RH insurance who did not apply for same 
within the 1-year period be granted additional time in which to apply. 

H. If a person is entitled to RH insurance and becomes mentally incompetent 
due to a non-service-connected condition, within 1 year from the date to VA 
decision granting service connection, the time limitation for applying for RH 
insurance should be extended to 1 year from date of restoration to competency 
or the appointment of a guardian, whichever is earlier. 

I. That a waiver of service-connected disabilities for the purposes of good 
health be granted in order to permit the granting of total disability income pro- 
vision on national service life insurance policies. 

Approved by the 60th National Convention, Veterans of Foreign Wars of the 
United States in Los Angeles, Calif., August 30 to September 4, 1959. 


RESOLUTION No. 88—PROVIDE FOR WAIVER OF PREMIUMS ON NATIONAL SERVICE 
LirE INSURANCE POLICIES 


Whereas we the members of the Veterans of Foreign Wars deem the limited 
age requirement, as stated in the body of the policy for waiver of premiums on 
national life insurance policies as discriminatory ; and 

Whereas the advanced age of some of the insured, especially those who served 
in World War I, as well as in World War II, places those insured in an exceed- 
ingly impossible financial position; and 

Whereas those insured in the advanced age brackets will be unable to meet 
the premium payments on account of the extremely heavy financial burden, and 
consequently will be compelled to drop the national service life insurance. 
policies ; now, therefore be it 

Resolved, by the 60th National Convention of the Veterans of Foreign Wars of 
the United States, That in the body of the national service life insurance policy 
under the title 4, Waiver of Premium, in the first paragraph, the following words 
be stricken out “Before his 60th birthday” ; and be it further 

Resolwed, That in the body of the national service life insurance policy, under 
the title 4, Waiver of Premiums, under (B) (II), the following words be stricken 
out “Before the insured’s 60th birthday”. 

Approved by the 60th National Convention, Veterans of Foreign Wars of the- 
United States, Los Angeles, Calif., August 30 to September 4, 1959. 


Mr. Stover. Of all the resolutions which have been adopted by the 
Veterans of Foreign Wars over the year, the one which keeps reap- 
pearing since 1951 is the proposition that those veterans who per- 
mitted their policies to terminate should havo a 1-year period to re- 
apply for new insurance up to the maximum of $10,000. 

The VFW again this year has not only reaffirmed this proposal but 
has made this objective a part of the VF W action program for 1959-60 
which is a resume of the highlights and top objectives of the VFW 
legislative pro for this year. 

t is noted that several bills are presently before you which would 
carry out this objective of the VFW. It should be emphasized that 
the VFW proposal is to reopen the program for 1 year only and 
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is coupled with the condition that any veteran before being granted 
any insurance under the reopened program must show evidence of 
good health as required by life insurance standards. 

In addition a slightly higher premium payment is advocted to off- 
set the cost of administering the program. Such a program would 
then be self-sustaining and there would be no cost to the Government. 

Many veterans dropped their insurance shortly after their dischar. 
from the service, many through ignorance, who later learned to their 
keen disapointment that Congress had passed a law in 1951 which 
forever banned these veterans from reapplying for national service 
life insurance. 

By this time many veterans had reached a status in life where this 
insurance is vitally necessary. At the same time the average age of 
World War II veterans is now 40, and if the program is to be re- 
opened, it should be done before the age of these veterans makes 
the cost of premium payments prohibitive. 

At this time, I will run down the list of the pending insurance bills 
and indicate the VFW position with respect to them. 

H.R. 274, which was introduced by the chairman, Mr. Teague of 
Texas, which would provide for waiver of premiums on national serv- 
ice life insurance policies for certain totally disabled veterans without 
regard to age, the VFW has been generally in favor of this type of 
legislation. 

Another one is H.R. 4303, which was introduced also by Mr. Teague, 
the chairman, from Texas, and would add a new feature—I believe it 
it a new feature—to the service life insurance policies by providing 
double indemnity. The VFW does not have an official position on 
that, but I would like to point out that back in 1917 $10,000 was con- 
sidered to be apparently an adequate amount to reimburse the de- 
scendants or dependents of a deceased veteran at that time and in 1940 
again the $10,000 maximum was maintained. In light of the in- 
creased cost of everything since 1940, that for those veterans who 
would care to take out this additional feature, the Veterans of For- 
eign Wars certainly would be in favor of it. 

Of course, the VFW is in favor of all bills which would restore 
for 1 year the right of veterans to reapply for national service life in- 
surance. Most of these other bills that have been introduced, I might 
add, the Veterans of Foreign Wars does not have a specific position 
with respect thereto. However, I can say, generally speaking, the 
VFW would favor any of these propositions which would correct 
existing inequities which have occurred through the administration 
of the national service life insurance program. 

I might add that all the insurance experts of the VF W are attending 
a rehabilitation conference out in Kansas, and if I do not seem to have 
all the answers, that is the reason. I might say they are all snow- 
bound out in Wichita, Kans., and had every intention of being here 
this morning to comment on these bills. . 

That completes my testimony at this time, Mr. Chairman, and I 
want to thank you for the privilege of appearing here this morning. 
Mr. Barrna. I want to personally thank you. 
Mr. Dulski, do you have any questions ? 

Mr. Dutsxt. No questions. 
Mr. Barine. Mr. Teague, do you have any questions ? 
Mr. Teacut of California. I hess no questions. 
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Mr. Barrne. Mrs. Rogers ? 

Mrs. Rogers. Thank you, Mr. Chairman. 

I always like to hear you testify, Mr. Stover, because you know 
what you want and you fight for it. 

Mr. Srover. Thank you, very much. 

Mrs. Rogers. And I think when the bill is passed you would want as 
simple a bill as is possible, a direct one, is that right ? 

Mr. Stover. That is right. 

Mrs. Rogers. Thank you. 

Mr. Stover. Thank you. 

Mr. Barina. We have several other statements which will be re- 
ceived and will be pertinent to this subject. Without objection they 
may be inserted at this point in the hearings. 
(The statements referred to are as follows:) 


STATEMENT OF Hon. EDWIN E. WILLIS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF LOUISIANA 


My bill, H.R. 4955, would provide a 1-year period during which certain veterans 
may be granted national service life insurance. 

This legislation is designed to give veterans of World War II and the Korean 
conflict the opportunity to reinstate their National Service Life Insurance or to 
obtain the insurance if they have not previously applied for it. The bill pro- 
vides for a period of 1 year from the date of enactment during which time eli- 
gibile veterans can apply and obtain this protection if they are in good health. 
If they have permitted their policies to lapse they will not be able to have the 
original policies reinstated but will pay premiums on the basis of their age at 
the time of their new applications. 

I wish to stress that this bill’s provisions would not make additional veterans 
eligible beyond those eligible under the basic laws concerned. 

Many young men who at the time of their separation from the military service 
did not give serious thought to their future needs now have family responsibili- 
ties which cause them to realize the need for additional insurance protection 
offered at a low cost through these government policies. 

Since the premiums are based on actuarial tables, the only cost to the Gov- 
ernment through enactment of this bill would be the cost of administering the 
program and this would be minimized as the only effect would be to increase 
the number of policies in force. A new organization or special administrative 
procedures would not be required except for the processing of the new applica- 
tions. 

I strongly urge favorable action on this greatly needed and very beneficial 
legislation. 


AMVETS NatTIonaL HEADQUARTERS, 
Washington, D.C., March 18, 1960. 
Hon. WALTER S. BARING, 
Chairman, Subcommittee on Insurance, Committee on Veterans’ Affairs, U.S. 
House of Representatives, Washington, D.C. 


Dear Mr. Bartine: We of AMVETS have been advised that a Subcommittee on 
Insurance is presently considering all bills relating to insurance presently pend- 
ing before the Committee on Veterans’ Affairs. 

I should like to direct your attention to Resolution No. 23 adopted by the 
most recent AMVETS national convention. This resolution requests that 
veterans with active service between October 8, 1940, and April 25, 1951, be 
given the opportunity to purchase participating national service life insurance 
and that the right to purchase such insurance be reopened for 2 years. At 
the end of World War II, the great majority of veterans were preoccupied with 
matters relating to their readjustment to civil life, and failed to give the neces- 
sary time and attention to such a vital matter as their insurance protection. 

Many of these veterans were attending school and living on subsistence 
allowances and were unable to take advantage of even this economical form of 
insurance. Many servicemen who had had insurance premiums deducted from 
their service pay failed to recognize that the insurance coverage terminated with 
the termination of the premium deductions from their service pay. 
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When the Act of April 25, 1951, was approved it terminated the right to 
purchase national service life insurance. This act was effective immediately 
upon its enactment. Thus, many veterans who had planned to purchase this 
insurance at a future date had no opportunity to do so. 

For these reasons we of AMVETS respectfully request that legislation be 
reported by your subcommittee which permits World War II veterans to again 
have the opportunity to purchase national service life insurance for a period of 
2 years. 

For your further information the text of Resolution No, 22 and Resolution No. 
23, both seeking amendments to the national service life insurance act, are 
enclosed herewith. 

Sincerely yours, 
JoHN R. Hoven, 
National Legislative Director. 


RESOLUTION NO. 28 


Whereas many servicemen at the conclusion of World War II dropped their 
national service life insurance because of certain rigid options of payment upon 
death ; and 

Whereas most reasons for servicemen dropping said insurance has been 
changed ; and 

Whereas many servicemen did not reinstate said insurance in time and would 
like to and if in insurable health should be able to: Now, therefore, be it 

Resolved, That veterans with active service between October 8, 1940, and 
April 25, 1951, be given the opportunity to purchase participating national service 
life insurance, and that the right to purchase such insurance be reopened for 
2 years; and be it further 

Resolwed, That veterans heretofore eligible for insurance under sections 620 
and 621 of the National Service Life Insurance Act to purchase such nonpartici- 
pating insurance with the rights of conversion to a permanent plan, upen meet- 
ing good health requirements. 
' Adopted at the 1959 national convention in Grand Rapids, Mich. 


RESOLUTION NO. 22 


Whereas the Congress of the United States provided the total disability income 
provision of the national service life insurance to provide $5 per month for each 
$1,000 of insurance in effect ; and 

Whereas a time limit for waiver of service-connected disability was estab- 
lished as of January 1, 1959; and 

Whereas, at the present time, there are about 2,300 total disability income pro- 
visions in force where the requirement of good health was waived where the 
insured is not now totally disabled ; and 

Whereas there are in excess of 200,000 service-connected veterans who would 
be entitled to exercise the opportunity to obtain such disability coverage: Now, 
therefore, be it 

Resolved, That the termination date be changed, so as to provide an opportu- 
nity to all service-connected disabled veterans to apply for disability income pro- 
vision until December 31, 1965. 
Adopted at the 1959 national convention in Grand Rapids, Mich. 


WasuHineton, D.C., March 17, 1960. 
Hon. Water Barina, 

Chairman, Insurance Subcommittee, House Committee on Veterans’ Affairs, 
House Office Building, Washington, D.C. 

Dear CONGRESSMAN BARING: We are writing to you on behalf of the American 
Life Convention and the Life Insurance Association of America, which asso- 
ciations have a combined membership of 287 legal reserve life insurance com- 
meen representing over 95 percent of the life insurance in force in the United 

tates. 

Your subcommittee presently has under consideration a series of bills relating 
to the national service life insurance program. Among these bills are several 
which would permit, in varying degrees, certain veterans to purchase national 
service life insurance coverage notwithstanding prior termination of such eligi- 
bility by congressional action (H.R. 974, H.R. 2264, H.R. 4305, H.R. 4924, H.R. 
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4955, H.R. 5437, H.R. 8687, H.R. 10063, H.R. 10407). Two other bills woulé 
permit veterans to purchase accident double indemnity coverage to be added to 
existing policies (H.R. 4303, H.R. 9789). We are opposed to these bills. 

The American Life Convention and the Life Insurance Association have, upon 
prior occasions, submitted statements on this type of legislation to this sub- 
committee (p. 1017 of the hearings of May 26 and 27, 1955, and p. 3771 of the 
hearings of April 14 and 15, 1958). We believe that those statements develop 
a historical pattern of consideration and consistent rejection by both Con- 
gress and the Executive of postservice Government insurance on the lives of able- 
bodied veterans. This is a pattern which should be changed only for the most 
compelling reasons, and we do not believe that such reasons have been advanced. 

The original purpose of providing Government insurance to servicemen was 
to provide adequate financial protection for their dependents in the event of 
service-connected death or disability and further to protect them against service- 
connected loss of insurability. We conclude that this purpose has been fully 
served with respect to veterans of past service. We believe that Congress con- 
curs in this conclusion because in 1956, at the time it was concluded that a 
system of dependency and indemnity compensation would provide the best type 
of protection for the veteran and his survivors, the right of all veterans, except 
those with service-connected impairments, to obtain Government insurance was. 
terminated. 

The issue raised by the proposed legislation is not a matter of the veteran 
being unable to secure good and reasonable insurance coverage. The life insur- 
. ance companies are eminently capable of meeting the insurance needs of all able- 
bodied veterans and doubtless are already serving a great number of the very 
veterans who would come within the scope of these bills. Reestablishing eligi-. 
bility at the present time would constitute a reversal of the earlier congressional 
determination that there is no longer a need or sound justification for the pro- 
viding of Government insurance to able-bodied veterans. In our opinion, such 
an action would constitute unjustifiable competition with private enterprise by 
the Federal Government. Nor do we find any justification for enhancing national 
service life insurance coverage by the addition of new benefits such as the 
proposed double indemnity benefits. Such accident coverage is readily available 
from private companies at reasonable rates. 

Bills have been introduced purporting to charge back certain administrative 
costs. This approach does not remove the unfair Government competition. The 
question here raised is whether the costs of administeriong such a program. 
within a multipurpose Government agency can or will be determined with suf- 
ficient precision to make those costs comparable to those encountered by a private- 
insuring organization. Beyond this question lies the fact that the Federal Gov- 
ernment is not subject to certain costs to which private insurers are subject. 
Among such costs are State and Federal taxes, as well as the costs of maintaining: 
the agency system which has served the American public so well. The life in- 
surance companies can provide better service but cannot and should not be 
required to compete with Government insurance which is subsidized or which, 
is alternatively relieved by legislative enactment of the usual and necessary costs 
which private companies must bear. 

For the foregoing reasons, we respectfully urge you to withhold favorable 
action on these bills. We are not requesting an opportunity to appear before 
your subcommittee but it will be appreciated if this letter can be made a part of: 
the permanent hearing record. 

Respectfully, 
AMERICAN LIFE CONVENTION, 
CLARIS ADAMS, 
Executive Vice President and General Counsel. 
LiFE INSURANCE ASSOCIATION OF AMERICA, 
BuGENE M. THor#, 


Vice President and General Counsel., 


STATEMENT TO House VETERANS’ AFFAIRS SURCOMMITTEE ON INSURANCE ON 
PROPOSALS CONCERNING GOVERNMENT LIFE INSURANCE FOR VETERANS 


The National Association of Life Underwriters is a trade association repre-. 
senting a membership of over 78,000 life insurance agents, general agents, and 
managers. This statement will give your subcommittee our association’s views. 
with respect to the following types of bills now before you for study : 
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(1) Those bills which would reopen the sale of national service life insur- 
ance to veterans generally. 

(2) Those which would reopen the sale of national service life insurance 
to veterans having service-connected disabilities. 

(3) Those which would provide that all policies of U.S. Government life 
insurance issued to veterans of World War I on the term plan shall be con- 
sidered paid up at age 65. 

(4) Those which would provide for the payment of double indemnity under 
national service life insurance policies in the event of accidental death. 

(5) Those which would provide total disability income benefits for certain 
additional national service life insurance policyholders. 

(6) Those which would permit certain national service life insurance pol- 
icyholders to convert their policies to so-called ‘‘modified” ordinary life 
policies under which the insurance protection would be reduced by one-half 
at age 65. 


I. PROPOSALS TO REOPEN SALE OF NATIONAL SERVICE LIFE INSURANCE TO VETERANS 
GENERALLY 


The bills in this category include H.R. 974, H.R. 2264, H.R. 4805, H.R. 4924, 
H.R. 4955, H.R. 5437, H.R. 8687, H.R. 10063, and H.R. 10407. Most of them would 
reopen the sale of national service life insurance for a 1-year period to upwards 
of 14 million veterans. 

On three previous occasions—i.e., in 1953, 1955, and 1958—your subcommittee 
thoroughly considered, and rejected, bills of this type. On each of those past 
occasions our association opposed such bills, and our position remains exactly 
the same. However, we feel that we must once again briefly restate our objec- 
tions for your consideration. 

At the outset we should like to stress that our association has always agreed 
that it is completely proper for the Government to provide, at the taxpayers’ 
expense, a low-cost program of life insurance for veterans whose insurability 
has been impaired by reason of military service. 

However, we are equally emphatic in our belief that there is not the slightest 
necessity or justification for the Government to compete with the taxpaying 
private life insurance companies and agents in providing life insurance protec- 
tion for those veterans whose insurability has not been impaired as a result of 
service-connected disabilities. Moreover, we completely fail to see how such 
veterans can honestly feel that they are entitled to this special treatment. Like 
the rest of the civilian population, these veterans can readily buy their insurance 
from private companies at extremely reasonable rates, and should be expected 
to do so. 

These views were obviously shared by your subcommittee in 1958, 1955, and 
1958. They were also expressed in substance by the House Subcommittee on 
Government Operations and the full Committee on Veterans’ Affairs as far back 
as 1950 after long and exhaustive studies which culminated in the enactment of 
the Servicemen’s Indemnity and Insurance Acts of 1951 (Public Law 23, 82d 
Cong.), under which the original national service life insurance program was 
terminated. 

Another congressional group which took the same stand was the House Select 
Committee on Survivor Benefits. In its report on H.R. 7089 (the Servicemen’s 
and Veterans’ Survivor Benefits Act, Public Law 881, 84th Cong.), this select 
committee had the following to say in 1955 regarding its decision to terminate 
the then existing right of non-service-disabled veterans to buy special nonpar- 
ticipating, nonconvertible 5-year term national service life insurance: 

“The committee sees no justification for continuing this provision of existing 
law, for in reality former servicemen can purchase commercial insurance of this 
nature at a rate approximating the national service life insurance rate for this 
type of policy and in some respects, under commercial policies, can secure a 
more desirable contract than is offered by the Government.” (P. 14, pt. 1, 
House Rept. No. 993, 84th Cong., 1st sess. ) 

We note that some of the bills now before you—unlike those which you have 
previously considered—would require the new national service life insurance 
policyholders themselves to bear the substantial administrative costs of the 
revived program rather than have these costs paid out of general revenue—i.e., 
out of the taxpayers’ pockets. This, of course, would eliminate a very important 
element of Government subsidy—and unfair competitive advantage—that the 
original national service life insurance program has always enjoyed. 
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However, we want to make it abundantly clear that the removal of this par- 
ticular subsidy does not in any way lessen our opposition to a revival of the 
national service life insurance program. The program would still, in effect, be 
subsidized—or at least have a decidedly unfair competitive edge over the private 
insurance industry—for several reasons including, most notably, the fact that 
the Government program would not be subject to Federal, State, or local taxa- 
tion. In the case of private life insurance these taxes, in the aggregate, absorb 
at least $6 of every $100 of premiums paid by our policyholders. 


II. PROPOSALS TO REOPEN SALE OF NATIONAL SERVICE LIFE INSURANCE TO 
SERVICE-DISABLED VETERANS 


Apparently the only bill in this category now being studied by you is H.R. 10123. 
' As we have already stated, we have no objection to the Government’s provid- 
ing life insurance for veterans whose insurability has been impaired by reason 
of service-connected disabilities. However, we feel that H.R. 10123 is not actu- 
ally confined to this type of veteran. 

In this connection, we wish to point out that this bill would reopen the sale 
of national service life insurance to veterans found by the Administrator of 
Veterans’ Affairs “to be suffering from a disability or disabilities for which com- 
pensation would be payable if 10 per centwm or more in degree.” [Emphasis 
ours.) This is the same language that now appears in section 722(a) of title 
38, U.S.C., to which H.R. 10123 refers. 

According to the interpretation which we understand the Veterans’ Adminis- 
tration has placed upon it, the above-quoted language would mean that a veteran 
would be eligible to buy this particular type of national service life insurance 
even though he had a zero compensable “disability” and was otherwise com- 
pletely insurable by a private insurer at standard rates. 

As we told your subcommittee in 1958, we seriously question that Congress 
intended this rather absurd result when originally enacting section 722(a) in 
1951, and we certainly feel that it should not be carried any further by the enact- 
ment of H.R. 10123. 

Accordingly, we object to H.R. 10123 unless it is amended to provide national 
service life insurance only for those veterans whose service—connected disabili- 
ties have rendered them uninsurable by private insurers at standard rates. 


III. PROPOSALS TO CONSIDER USGLI PAID UP AT AGE 65 


The two bills in this category are H.R. 170 and H.R. 2246. 

We feel that these or any other proposals to give term policies of U.S. Gov- 
ernment life insurance a paid up status after the insureds have reached a speci- 
fied age are unsound. 

First, such a scheme would give the policyholders concerned something for 
which’ they have not paid—at the expense of the taxpayers. 

Second, it would result in discrimination against those U.S. Government life 
insurance policyholders who were prudent enough in years gone by to convert 
their term insurance to permanent plans and would undoubtedly lead many 
such policyholders to demand similar treatment. 

Finally, such favored treatment of U.S. Government life insurance policy- 
holders would eventually lead national service life insurance policyholders to 
insist on being shown the same favoritism—again paid for by the taxpayers. 

We therefore are opposed to H.R. 170 and H.R. 2246 and any similar bills. 


IV. PROPOSALS TO ADD DOUBLE INDEMNITY TO NSLI 


The two bills in this category are H.R. 4303 and H.R. 9789. The former would 
provide double-indemnity protection free of charge to all national service life 
insurance policyholders; the latter would require an additional premium to be 
paid by policyholders who wished to apply for this additional protection. 

We are of course opposed to the granting of double indemnity protection to 
all national service life insurance policyholders on a gratuitous basis, since this 
would not be consistent with sound insurance principles and practice. 

Further, we question the wisdom, or need, of making a double-indemnity fea- 
ture available even to those national service life insurance policyholders who 
are willing to pay an appropriate additional premium. Apropos of this, any 
such individual who owns life insurance with a private insurer can readily have 
this additional protection added to his policy at an extremely modest rate. If he 
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does not have private life insurance, he can still obtain this type of protection by 
buying an accident policy, again at a very low premium rate. 

In addition, it is our feeling that if Congress were to provide for the addition 
of a double-indemnity “sweetener” to existing national service life insurance 
policies, this would only increase the pressure for the reopening of the entire 
national service life insurance program. 


V. DISABILITY INCOME PROTECTION FOR ADDITIONAL NSLI POLICY HOLDERS 


The bills in this category include H.R. 4304, H.R. 4657, and H.R. 4658. 

Of these bills, H.R. 4304 would provide total disability income protection, 
apparently on a completely gratuitous basis, to all NSLI policyholders except 
those service-disabled veterans whose policies were issued under section 722 of 
title 38, United States Code. 

Because the granting of such protection free of charge would violate sound 
insurance principles and practice, we object to H.R. 43804. 

We have no objection to H.R. 4657 and H.R. 4658, both of which would require 
the policyholders concerned to pay an additional premium for their disability 
income protection if they wished to avail themselves of such protection. 


VI. PROPOSALS TO PERMIT CONVERSION OF CERTAIN NSLI POLICIES TO “MODIFIED” 
LIFE PLANS 


The bill in this category are H.R. 10891, H.R. 10892, and H.R. 11405. All 
would have the general purpose of permitting one or more classes of NSLI 
policyholders to convert their policies to ordinary life policies under a plan 
whereby the amount of insurance would be reduced by one-half at age 65, with 
the premium remaining unchanged. However, any such policyholder would have 
the option to elect, prior to age 65, to buy additional insurance in an amount not 
to exceed the amount by which his insurance was reduced at age 65. This addi- 
tional insurance, which would become effective at age 65, would be issued without 
physical examination and at a rate based on the attained age of the insured. 

We have no objection to these bills in principle. However, we do wish to 
suggest that only the holders of term policies be allowed to convert to the pro- 
posed modified ordinary life plans. To permit the owners of permanent forms 
of NSLI to convert to the lower-premium modified plans would, as any informed 
life insurance man knows, tend to result in adverse selection against the NSLI 
program. 

There is also another adverse selection feature present in these bills. This 
arises from the fact that since the bills would permit the purchase of additional 
insurance at age 65 without physical examination, policyholders with serious 
health impairments would probably be more likely than healthy policyholders to 
take advantage of this option. We feel that your subcommittee will also want 
to give serious consideration to this feature of these bills. 

We request that this statement be incorporated into the record of hearings 
now being conducted by your subcommittee on the above-mentioned bills. 

Respectfully submitted, 

THoMAS R. BUCHANAN, 
Chairman, Committee on Affairs of Veterans and Servicemen, 
The National Association of Life Underwriters. 


PARALYZED VETERANS oF AMERICA, INC., 
Franklin Park, Ill., March 16, 1960. 
Hon. OLIN TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 
Washington, D.C. 

Deak Sir: For several years we have been attempting to correct an injustice 
in the laws governing national service life insurance as applied to our member, 
Mr. Martin Pysz (see attached). 

Legislation in both Houses for the relief of Mr. Pysz seems to have gotten 
nowhere and meanwhile, Mr. Pysz, who suffered his total disability in combat, 
must continue to pay for this coverage. 
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Recent legislation introduced by the Honorable Walter 8. Baring (H.R. 11067) 
would extend the benefit of coverage to veterans who became disabled in line of 
duty between the date of application and the effective date of this insurance. 

We, therefore, fully endorse this measure and urge its favorable consideration 
by the Committee on Veterans’ Affairs. 

Sincerely yours, 
Harry A. SCHWEIKERT, Jr., 
Legislative Director. 


A BILL FOR THE RELIEF OF MARTIN PYSZ 


Martin Pysz was inducted into the Army from Newington, Conn., on July 16, 
1941. He served time in the United States at Fort Devens, Mass., and at Fort 
Dix, N.J. Assigned to the 15th Engineers, 9th Infantry Division, Marty was 
shipped to Europe on September 26, 1942. On March 11, 1943, he was injured 
by an antipersonnel mine in north Africa. He was shipped home totally para- 
lyzed—a paraplegic confined to a wheelchair for the rest of his life. 

While still stateside, Marty applied for national service life insurance. He 
was granted a policy in the sum of $5,000 with an effective date of April 1, 1943. 
Under present law, Mr. Pysz is not entitled to any waiver of his premiums and 
has had to pay each month for the privilege of retaining this life insurance in 
spite of his service-connected injury. His injury, you see, occurred on March 11, 
21 days too soon. With the advancement of age, it becomes increasingly diffi- 
cult for Mr. Pysz to meet the payments necessary to maintain the only source 
of financial security he can offer his family in case of death. Other life insur- 
ance is seldom possible for a paraplegic and then only at excessive substandard 
rates. 

We believe Martin Pysz, having served his country during a period of war 
and having suffered such a serious injury as a result of this service, is entitled 
to relief from the burden of paying the ever-growing premium for his Govern- 
ment life insurance. 

We urge your support. 

Respectfully submitted. 

Harry A. SCHWEIKERT, Jr., 
President. 
[S. 112, 86th Cong., 1st sess. ] 


A BILL For the relief of Martin Pysz 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, in the administration of the National 
Service Life Insurance Act of 1940, the national service life insurance policy 
(v 1255876) issued to Martin Pysz, of Tuckahoe, N.Y., which became effective 
on April 1, 1943, shall be held and considered to have become effective on March 
1, 1948, the said Martin Pysz having become totally disabled as a result of the 
explosion of an antipersonnel mine which occurred on March 11, 1943, while 
he was on active duty with the Armed Forces of the United States in north 
Africa. 

(H.R. 1725, 86th Cong., 1st sess. ] 


A BILL For the relief of Martin Pysz 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, in the administration of the National 
Service Life Insurance Act of 1940, the national service life insurance policy 
(v 1255876) issued to Martin Pysz, of Tuckahoe, N.Y., which became effective 
on April 1, 1943, shall be held and considered to have become effective on March 
1, 1948, the said Martin Pysz having become totally disabled as a result of the 
explosion of an antipersonnel mine which Occurred on March 11, 1943, while 
he was on active duty with the Armed Forces of the United States in north 
Africa. 


(Whereupon, at 11 a.m., the committee recessed to reconvene at 10 
o’clock on Thursday, March 17, 1960.) 
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THURSDAY, MARCH 17, 1960 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON INSURANCE, 
CoMMITTEE ON VeErERANS’ AFFAIRS, 

Washington, D.C, 


The subcommittee met at 10 a.m., pursuant to recess, in room 356, 
Old House Office Building, Hon. Walter S. Baring, chairman of the 
subcommittee, presiding. 

Mr. Bartne. The subcommittee will come to order. 

We are meeting here this morning to continue our insurance hear- 
ings on the 34 measures which are pending before us. We are glad 
to have with us this morning our friends from the Insurance Service 
and other units in the Veterans’ Administration and I want to repeat 
what I said yesterday about how happy the members of the committee 
were to have had the opportunity to visit the operations of the 
insurance office in Philadelphia on Monday, March 7. 

We feel, Mr. Stone, that it is a very fine office and reflects credit 
upon you and your associates here in Washington. 

I will insert in the record at this point the VA reports on several 
of the bills. 

(The material referred to follows :) 


Hon. E. TEAGUE, 

Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 

Washington, D.C. 

Dear Mr. TeaGue: The following report on H.R. 11045, 86th Congress, is 
submitted in response to your request. 

The bill provides a new plan of insurance for national service life insurance 
(NSLI) policyholders. The plan is modified life insurance which provides a 
level premium throughout the life of the insured but the face value of the policy 
will be automatically reduced by 50 percent at the end of the day preceding the 
insured’s 65th birthday. The face value of any extended term insurance in 
force under the modified life policy would also be reduced by 50 percent at that 
time. 

The insured, upon written application, payment of the required premium, 
and without medical examination, may be issued additional insurance on the 
ordinary life plan to replace the amount of insurance which is reduced on his 
65th birthday. Such insurance will be issued at age 65 only and will be based 
on the same mortality tables and interest rates and have the same guaranteed 
values and settlement options as the insurance which is reduced. In order to be 
eligible for such replacement insurance the modified life plan must be in force 
by payment or waiver of premiums at time of reduction. The application for 
such additional insurance must be made before the insured’s 65th birthday and 
shall be effective on that day. If the insured is totally disabled and premiums 
on the modified life plan are being waived or he is entitled to such waiver at 
the time of the reduction he will be automatically granted insurance equal to 
the amount of the reduction. 


MarcH 16, 1960. 
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The bill permits national service life insurance policyholders to convert 
their term insurance or to exchange their permanent plan insurance for the 
modified life plan. On participating insurance the premium rates and guaran- 
teed values on the new plan would be based on the 1958 commissioners standard 
ordinary table of mortality with interest at the rate of 3 percent per annum. 
That table provides a more realistic up-to-date mortality basis for calculation 
of premiums than the American experience table of mortality which is almost 
a century old. The use of the 1958 commissioners standard ordinary table of 
mortality will provide premiums at a lower participating level than the American 
experience table of mortality. The insurance will continue to be participating 
but dividends will be considerably lower under the new plan than at present. 
The basis for calculation of optional settlements on the insurance is not changed. 

On nonparticipating insurance the premium rates and guaranteed values on 
the modified life plan will be based on the same mortality tables and interest 
rates as the existing insurance with one exception. The premium rates on 
insurance issued under section 621 of the National Service Life Insurance Act 
are based on the commissioners 1941 standard ordinary table of mortality with 
interest at the rate of 2144 percent per annum. Such policyholders can at the 
present time convert or exchange their term policy for insurance issued under 38 
United States Cede 723(b). The premium rates and guaranteed values of in- 
surance issued under that provision are based on table X-—18 (1950-54 inter- 
company table of mortality) and interest at the rate of 2% percent per annum. 
Such insurance is issued at a lower premium rate than insurance under section 
621 of the National Service Life Insurance Act. Also, the settlement on policies 
involving annuities under section 723(b) are calculated on the basis of the 
annuity table for 1949 and interest at the rate of 244 percent per annum rather 
- than 2% percent per annum as under section 621. The bill permits persons hold- 
ing the section 621 term insurance to convert directly to a modified life plan on 
the same mortality and annuity tables with the same rate of interest as they 
would be entitled to had they converted to insurance under section 723(b). 

The bill authorizes service-disabled persons who have been issued insurance 
under 38 United States Code 722(a) to convert or exchange their insurance for 
the modified life plan. It does not permit the original issue of insurance on that 
plan to eligible persons applying under that provision. It would require such 
persons to purchase one of the existing plans of insurance and then convert such 
insurance to a modified life plan of insurance if they desired that plan. Such 
action should, of course, not be necessary. It is therefore recommended that the 
proposed subsection c of section 704 be amended by adding at the end thereof the 
following sentence: “Any person eligible for insurance under section 722(a) of 
this title may be granted modified life insurance under this subsection which, 
subject to exception (2) above, shall be issued on the terms and conditions speci- 
fied in section 722(a).” It will then be necessary to change the proposed sub- 
section 704(d) to insert the words “is issued, or” before the word “converts” in 
line Yea page 3 and the insertion of a comma after the word “to” in line 4 on 
page 3. 

It is also recommended that the last sentence of the proposed subsection 704(d) 
be amended to insert in line 22 on page 3 before the words “his sixty-fifth birth- 
day” the words “the day before’. The change is necessary since that is the 
last day on which the insured has the maximum amount of insurance and 
unless he is entilted to premium waiver for that amount he would not be entitled 
to waiver on the insurance which replaces the amount of insurance reduced on 
his 65th birthday. 

The Veterans’ Administration, your committee, and veterans’ organizations 
are aware of the problems that arise because of failure on the part of veterans 
to convert their term policies. There are at the present time World War I 
U.S. Government life insurance term policyholders in their 60’s and 70’s who 
are paying very high premiums because they failed to heed the advice of 
the Veterans’ Administration to convert their term insurance at the younger 
ages to a permanent plan of insurance. While the number of U.S. Government 
life insurance term policyholders is not large (around 15,000 of whom 80 per- 
cent are age 60 or higher) there are about 3 million national service life insur- 
ance policyholders who are continuing their insurance on a term plan, The 
Veterans’ Administration is very much concerned with the mavnitude of the 
problem that will develop 20 to 25 years hence as such policyholders attain 
the advanced ages where term premium rates become progressively more burden- 
some with each renewal. 
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The modified life plan proposed by the bill will not, of course, fully solve 
the problem. However, it should help. It is believed that one of the major 
deterrents to conversion is the difference in cost between term and permanent 
plans of insurance. The modified life plan will provide permanent plan insur- 
ance at a lower premium rate than the existing permanent plans of insurance. 
This is true because the protection is cut in half at age 65 and a more realistic 
table is used for calculation of premiums on partiicpating insurance. A com- 
parison of premiums per $1,000 of participating insurance is as follows: 


Annual premium present | Level premium after age 65 
Annual rates 
premium 
Age for the 
modified 5-year level Ordinary | If 50 percent | If 100 percent 
life plan yment life face face 
throughout continued continued 


oesetanege>«4syendivemieegseges $9. 83 $8. 41 $18. 47 $9. 83 $43. 22 

11. 72 9. 00 21, 31 11. 45. 11 

14. 09 10. 06 25. 10 14. 09 47. 48 
20, 84 15. 04 36. 94 20. 84 54. 23 
peep buena 25. 22 20. 95 46. 53 25. 22 58. 61 
47.00 78. 97 


It is not known how many national service life insurance term policyholders 
will convert or exchange their insurance to the modified life plan under the bill. 
It is contemplated that all national service life insurance term policyholders 
will be notified of their right to convert to the new plan at the time their time 
insurance has to be renewed. If it is assumed that 300,000 term policyholders 
convert and 10,000 permanent plan policyholders apply for change of plan the 
estimated administrative cost to the Department of Insurance for the first 5 
years following the effective date of the bill would be as follows: 


1st year $244, 681 
2d year 110, 349 
3d year 114, 245 
4th year 114, 355 
5th year 176, 685 


. Since H.R. 11045 will tend to alleviate the problem of the national service life 
insurance term policyholders at the older ages, the Veterans’ Administration 
recommends its favorable consideration by your committee. 
The Bureau of the Budget advises that there is no objection to the submis- 
sion of this report to the committee. 
Sincerely, 


Sumner G. WHITTIER, Administrator. 


Marcu 16, 1960. 


Hon. E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, House of Representatives, Wash- 
ington, D.C. 

Dear Mr. Teacue: The following comments are submitted in response to your 
request for a report on H.R. 9785, 86th Congress. 

The bill would grant gratuitous national service life insurance in a maximum 
amount of $10,000 to any enlisted person who died as the result of an aviation 
accident incurred in line of duty while undergoing flight training in the active 
service of the Army or Navy after October 7, 1940, and before August 4, 1942, if 
such person would have been eligible for life insurance with premiums paid by 
the Un.ted States had he been serving under an appointment as an aviation 
cadet. Upon application filed generally within 2 years, the insurance would be 
payable effective from the date of enactment of the bill in monthly installments 
to a limited class of beneficiaries, if living, and no payment would be made to the 
estate of any person. Liability for such payments would be borne by the na- 
tional service life insurance appropriation. 
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There were a number of laws which authorized issuance of $10,000 life in- 

surance with premiums paid by the Government to members of the Armed Forces 
serving as aviation cadets, aviation students, or otherwise undergoing some type 

= flight training. Among these laws, all of which have been repealed, were the 
ollowing : 

(1) The act of April 15, 1985 (Public Law 37, 74th Cong.), created the grade 
of aviation cadet in the Naval Reserve and Marine Corps Reserve. The act pro- 
vided that “aviation cadets shall be appointed by the Secretary of the Navy” and 
that “during their period of active duty aviation cadets will be issued Govern- 
ment life insurance in the amount of $10,000, the premiums on which shall be 
paid out of current appropriations.” 

(2) The Army Aviation Cadet Act, approved June 3, 1941 (Public Law 
97, 77th Cong.), created the grade of aviation cadet “as a special and separate 
enlisted grade in the Air Corps, Regular Army, in substitution for the grade of 
flying cadet, created by the act approved July 11, 1919.” The act provided that 
aviation cadets shall be issued $10,000 life insurance with premiums paid by 
the Government. The act was amended July 8, 1942, by Public Law 658, 77th 
Congress, to limit the insurance benefits of aviation cadets to those “who are 
undergoing courses of instruction which require them to participate regularly 
and frequently in aerial flights.” 

(3) The act of June 3, 1941 (Public Law 99, 77th Cong.), authorized the 
Secretary of War to detail “enlisted men * * * for training and instruction as 
aviation students.” The act provided that enlisted nen so detailed “who are 

undergoing courses of instruction which require them to participate regularly 
and frequently in aerial flights” shall be issued $10,000 national service life in- 
surance with premiums paid by the Government. 

(4) The act of November 5, 1941 (Public Law 289, 77th Cong.), authorized the 
Secretary of the Navy to designate enlisted men of the Naval Reserve and the 
Marine Corps Reserve as student aviation pilots. The act provided that such 
enlisted men “while on active duty undergoing training leading to designation 
as aviation pilot, and thereafter while on continuous active duty in an enlisted 
status with designation as aviation pilot” shall be issued $10,000 national service 
life insurance, premiums paid from current appropriations. 

(5) The act of June 5, 1942 (Public Law 571, 77th Cong.), provided that 
“during such time as cadets of the U.S. Military Academy are undergoing 
flight training involving participation in regular and frequent aerial flights 
they shall be * * * entitled to the same insurance benefits as are provided 
by the act of June 3, 1941 (Public Law 99, 77th Cong.), for enlisted men of the 
Army detailed as aviation students.” 

(6) The Naval Aviation Cadet Act of 1942 (Public Law 698, 77th Cong.), 
approved August 4, 1942, created the special “enlisted” grade of aviation cadet 
in the Naval Reserve and Marine Corps Reserve. The act provided that “avia- 
tion cadets will be issued Government life insurance in the amount of $10,000, 
effective from the date of reporting for active duty, and premiums on such in- 
surance shall be paid during the period of their active duty from current ap- 
propriations.” 

(7) The act of October 17, 1942 (Public Law 749, 77th Cong.), amended 
section 602(d)(2) of the National Service Life Insurance Act to provide that 
any person serving as a flying cadet or aviation student, Navy or Army, be- 
tween October 8, 1940 (the date of approval of the National Service Life In- 
surance Act), and June 3, 1941, the date of approval of Public Law 97 (the 
Army Aviation Cadet Act) and Public Law 99, 77th Congress (aviation stu- 
dents), who died as the result of an aviation accident incurred in line of duty 
while in such active service, shall be deemed to have applied for and to have 
been granted an aggregate amount of insurance of not less than $10,000. 

Prior to August 4, 1942, naval aviation cadets were appointed by the Sec- 
retary of the Navy under the act of April 15, 1935. It is understood that in 
order to reduce considerable paper work involved in such appointments the 
Navy enlisted such students as seamen, second class, V—5, for the elimination 
and primary stages of flight training. In this status, such enlisted men had 
no insurance coverage at Government expense prior to their appointment as 
aviation cadets. However, such students were eligible to apply for and be 
granted insurance upon payment of premiums by them. 

After the act of August 4, 1942, aviation cadets could be enlisted in the Navy 
rather than appointed. We are informed that on August 7, 1942, the Navy 
Department issued BuPers Dispatch 070649 (August 1942) which directed that 


; 


MISCELLANEOUS INSURANCE LEGISLATION 2111 


all enlisted seamen, second class, V—5, undergoing elimination flight training 
prior to appointment as aviation cadets under the act of April 15, 1935, be 
transferred to the enlisted grade of aviation cadet. This administrative action 
thus extended to such students the blanket insurance coverage of the Naval 
Aviation Cadet Act of 1942. 

It is understood that H.R. 9785, 86th Congress, is designed to cover cases 
like that of Mr. H. (XC-3055138), who enlisted as a seamen, second class, 
\V-5, U.S. Naval Reserve, February 3, 1942. He entered on active duty March 
12, 1942, and, according to the casualty report, was killed when he fell from 
a plane on May 16, 1942, while “undergoing training leading to appointment as 
an aviation cadet under the act of April 15, 1935, but had not been appointed 
as an aviation cadet at the time of his death.” It would appear that such a 
serviceman was as equitably entitled to insurance coverage at Government ex- 
pense during his elimination flight training as others in the Navy appointed 
as aviation cadets under the act of April 15, 1935, or enlisted as aviation cadets 
under the Naval Aviation Cadet Act of 1942, or the aviation cadets or aviation 
students in the Army. 

The Veterans’ Administration is unable to determine the number of persons 
who would be affected by the bill, or the number of claims which would be 
filed thereunder. Therefore, we have no basis for estimating the cost of the 
bill, if enacted. 

In view of the policy of the Congress to grant free and automatic insurance 
eoverage during World War II to the various aviation training groups de- 
scribed above, there appears to be no sound reason why naval enlisted personnel 
such as Mr. H., above, should not have been similarly protected. Apparently 
the lack of such protection was due solely to an administrative technicality. 
The Veterans’ Administration would not object to general relief legislation on 
behalf of such personnel. However, H.R. 9785, as drafted, is broader in scope 
and might cover other service personnel not so equitably entitled. It is there- 
fore suggested that the committee secure the views of the Defense Department 
as to the merits of the bill and its possible effect on other categories of 
personnel. 

The Bureau of the Budget advises that while there is no objection to the 
submission of this report to the committee, it recommends against the enact- 
ment of H.R. 9785 at this time. The Bureau agrees with the recommendation 
in the report that the views of the Department of Defense should be obtained 
and, pending receipt of the views of that Department, the Bureau recommends 
against favorable consideration of this bill. 

Sincerely, 
SuMMER G. WuittieER, Administrator. 


Marcu 16, 1960. 
Hon. E. TEAGUE, 

Chairman, Committee on Veterans’ Affairs, 

House of Representatives, Washington, D.C. 


Dear Mr. Teacue: The following comments are submitted in response to 
your request for a report on H.R. 9784, 86th Congress. 

The apparent purpose of the bill is to provide that the rate of interest charge- 
able for loans on policies of U.S. Government life insurance (USGLI) and 
national service life insurance (NSLI) shall not be in excess of the average rate 
of return on investments of the respective insurance funds made prior to grant- 
ing of the policy loans. Under existing regulations the rate of interest on such 
policy loans is now 4 percent per annum. 

The Veterans’ Administration operates the following insurance programs 
under which policy loans are available to the insureds: 

(1) Participating USGLI: The trust fund is currently invested at slightly 
above 3% percent per annum. 

(2) Participating NSLI: The trust fund is currently invested at slightly 
above 3 percent per annum. 

(3) Nonparticipating (NSLI) service disabled veterans insurance: This in- 
surance is not self-supporting and appropriations to a revolving fund in the 
Treasury are required to meet the liabilities thereunder. Hence, there are no 
funds to be invested. 

(4) Nonparticipating (NSLI) Veterans Special Life Insurance: Assets in a 
revolving fund in the Treasury are currently invested at about 254 percent per 
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annum. Under 38 United States Code 723(c) this fund must be invested at a 
rate equal to the rate of interest, computed as of the end of the month preceding 
the date of issue of the investment obligations, borne by all marketable interest- 
bearing obligations of the United States then forming a part of the public debt 
that are not due or callable until after the expiration of 5 years from the date 
of original issue, adjusted to the nearest one-eighth of 1 percent. 

The discussion that follows will be directed to the effect of the bill on the 
USGLI and NSLI trust funds which involve the large bulk of the Government 
life insurance policies in force. The comments, however, are generally applicable 
to the remaining programs of insurance financed under the revolving funds. 
It is noted that losses which would occur as the result of a reduced interest 
fate on loans on service disabled veterans insurance would be borne by the 
Government. 

The bill would amend pertinent provisions of law to provide that policy loans 
on USGLI and NSLI shall be made “at interest rates not in excess of the average 
rate of return on investments theretofore made with all premiums thereon.” 
It is not understood what is intended by the words ‘with all premiums thereon.” 
Although it is not entirely clear, it is assumed that the reference to “invest- 
ments theretofore made” is limited to investments in existence at the time the 
policy loans are made; that the rate of interest on outstanding policy loans 
would not change each time the investment returns fluctuated ; and that existing 
policy loans would continue to bear the current 4 percent rate of interest, unless 
refinanced. 

The interest rate on life insurance policy loans are traditionally higher than 
the interest rate on other investments. The basic calculations of the reserve 
and other values on USGLI and participating NSLI are based upon the American 
Experience Table of Mortality with interest at 3% and 3 percent respectively. 
However, it is at all times necessary to have uninvested sufficient cash balances 
to meet the current demand for policy loans. Consequently, it is necessary to 
charge a higher rate of interest on policy loans than 3% percent on USGLI and 3 
percent on NSLI in order to compensate for the loss of interest on such un- 
invested funds. 

The basic purpose of life insurance is to afford financial assistance to the 
beneficiary of the insured when the wage earner of the family dies. Policy 
loans reduce the amount of life insurance coverage and it has been the experience 
of the commercial life insurance industry that policy loans increase lapsation of 
the insurance. Thus, borrowing against life insurance is generally discouraged. 

The interest rate of 4 percent on Government life insurance policy loans is 
lower than the interest rate at which money can be borrowed at the present time 
from lending institutions or the policy loan rate of commercial life insurance. 
To lower the policy loan interest rate at the present time, which would be 
the result of the proposed legislation, would make it very attractive to encumber 
a large number of Government life insurance policies with loans. Such action 
would also increase administrative costs. 

The bill would lower the present policy loan interest rate to slightly above 
3 percent on the participating NSLI and 3% percent on USGLI. However, under 
the new investment formula edopted by the Department of the Treasury with 
which you are familiar, the interest rate would increase each year to approxi- 
mately 444 percent (or higher if the present ceiling on Government bonds is 
removed) in 15 years if the present market yields continue. The law provides 
that the rate of interest on USGLI policy loans may not exceed 5 percent per 
annum but there is no such statutory limitation with respect to NSLI. How- 
ever, under existing regulations the rate of interest on all policy loans, both 
USGLI and NSLI, is 4 percent per annum. This regulation is a part of the 
insurance contract which the bill would seek to change unilaterally. If the 
average rate of return on investments should exceed 4 percent there is a question 
as to whether the rate of interest on policy loans could legally be raised in view 
of the existing contract provisions. Hence, the bill might well have the effect 
of only lowering the interest rate on policy loans when the average rate of 
return on investments is below 4 percent without a compensating increase 
when the average rate of return exceeds that figure. 

The proposed legislation would result in adverse selection against the two trust 
funds as to the payment of interest on policy loans. As the borrowers have a 
right to refinance their policy loans at any time, they would probably do so 
when the average rate of return on investments decreased materially. On the 
other hand, if the rate of interest on loans in existence could not legally be 
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increased when the average rate of return on investments increased, the borrower 
would have an unfair advantage to the detriment of the two trust funds and the 
other policyholders who do not have loans on their policies. 

It is not known how many future policy loans would be made under the 
proposed legislation, Assuming that the present level of policy loans will 
continue, the loss to the two trust funds if the rate of interest on existing loans 
were reduced would be approximately $3.4 million a year for the first 5 years 
following enactment of the bill. If it is assumed that all insureds who have 
existing policy loans would refinance such loans, the administrative cost of 
such refinancing is estimated to be about $835,000. 

In view of the foregoing, the Veterans’ Administration is unable to recommend 
favorable consideration of the bill. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to the committee and that the Bureau strongly recommends against 
favorable consideration of the bill. 

Sincerely yours, 
Sumner G, Wuittier, Administrator. 


MArcH 16, 1960. 
Hon. OLIN E, TEAGUE, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 
Washington, D.C. 


Dear Mr. TeaGve: The following report on H.R. 277, 86th Congress, is sub- 
mitted in response to your request. 

The bill proposes to authorize all national service life insurance term policy- 
holders, except those having service disabled veterans’ insurance issued under 
section 620 of the National Service Life Insurance Act, to exchange or convert 
their insurance to limited convertible term or permanent plan insurance issued 
under 38 United States Code 723(b). 

Section 620 of the National Service Life Insurance Act was repealed, and 
restated with certain amendments as 38 United States Code 722(a), by Public 
Law 85-857, effective January 1, 1959. Although it is assumed that it is also 
intended to exclude service disabled veterans’ insurance issued under section 
722(a) from its purview, the bill does not specifically so provide. If H.R. 277 
receives favorable consideration by your committee, it is recommended that this 
matter be clarified. 

Currently, under 38 United States Code 723(b), term insurance issued under 
section 621 of the National Service Life Insurance Act may be converted to a 
permanent plan or exchanged for a policy of “limited convertible” term in- 
surance. The limiting feature of such term insurance is that after September 1, 
1960, it may not be issued or renewed after the insured’s 50th birthday. The 
premium rates and guaranteed values for this insurance are based on table X—18 
(1950-54 Intercompany Table of Mortality) with interest at the rate of 2% per- 
cent per annum. All annuity settlements are calculated on the basis ‘of the 
Annuity Table for 1949 with interest at the rate of 2% percent per annum. This 
insurance and any total disability ineome provision added to it are nonpar- 
ticipating. 

H.R. 277, if enacted, would authorize two groups of policyholders to exchange 
their term insurance for, or convert it to, insurance issued under 38 United 
States Code 723(b). The largest group would consist of holders of participating 
national service life insurance. Beeause of the advantages of that insurance 
over insurance under section 723(b) it is doubtful if any informed policyholder 
would desire to effect such exchange or conversion. 

Such policyholders have the right to continue their insurance on the term 
plan for life and they may convert it to a permanent plan at any time while it 
is in force. After September 1, 1960, section 723(b) term insurance cannot be 
renewed after the insured’s 50th birthday. The beneficiaries under participating 
insurance receive greater benefits under the settlement options available than 
the beneficiaries of section 723(b) insurance receive. This results from the 
different mortality tables and rates of interest provided by law for the two types 
of insurance. Although gross premium rates on participating insurance are 
higher—since they are based on the American Experience Table of Mortality, 
reflecting mortality experience nearly a century old, and interest at the rate of 
3 percent per annum-—the payment of dividends reduces the premiums to the 


4 


2114 MISCELLANEOUS INSURANCE LEGISLATION 


actual cost ef the insurance. As a result, the net costs of participating insurance 
are quite comparable to if not lower than the costs of nonparticipating section 
723(b) insurance. 

The second group consists of some 3,600 persons with a service-incurred dis- 
ability less than total in degree who were issued nonparticipating instrrance 
under section 602(c)(2) of the National Service Life Insurance Act. This 
insurance has the same provisions as participating insurance except for entitle- 
ment to dividends. These policyholders would, however, gain by exchanging 
their term insurance to the extent that the premiums on section 723(b) in- 
ee are lower than those on the nonparticipating insurance they presently 

old. 

The nonparticipating insurance issued to this group of service disabled per- 
Sons is not self-supporting. To permit such persons to exchange their term 
insurance for insurance with much lower premium rates would increase the costs 
to the Government of insuring such persons. Also, it would discriminate 
against (1) disabled persons issued nonparticipating permanent plan insurance 
under the same section; (2) the service disabled issued insurance under section © 
620 of the National Service Life Insurance Act; and (3) such disabled persons 
who are granted insurance pursuant to 38 United States Code 722(a), assuming, 
as noted above, that the latter group is intended to be excluded from the bill’s 
purview. 

If the bill is favorably considered it is recommended that it be made effective 

‘not earlier than 6 months after the date of enactment. The Veterans’ Admin- 
istration would need that period in order to prepare necessary procedures and 
program for automatic data processing. 

It is, of course, not known how many policyholders would exchange or convert 
their insurance under the bill. If it is assumed that all holders of nonparticipat- 
ing term policies issued under section 602(c) (2) would exchange their insurance 
uniformly over the first year following enactment, the additional loss on this 
insurance to the Government is estimated at $75,000 the first year and $150,000 
for each of the following 4 years. 

Based on the same assumptions, the administrative cost to the Veterans’ Ad- 
ministration of processing such applications and notifying all eligible policy- 
holders (participating and nonparticipating) is estimated as $226,000 the first 
year following enactment; $5,000 the second year; and negligible amounts the 
following 3 years. There is no basis for determining the number of participat- 
ing policyholders who would avail themselves of the rights granted by H.R. 277. 
However, it is estimated that the administrative cost of processing each such ap- 
plication would average $4.30. 

The Veterans’ Administration recommends against favorable consideration 0. 
H.R. 277 by your committee. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to the committee and that the Bureau strongly recommends against 
favorable consideration of the bill. 

Sincerely, 
SuMNER G. WHITTIER, Administrator. 


Marcu 16, 1960. 
Hon. E. TEAGUE, 

Chairman, Committee on Veterans’ Affairs, 

House of Representatives, Washington, D.C. 


Deak Mr. TEAGUE: The following report is submitted on H.R. 9789, 86th Con- 
gress, a bill which would amend chapter 19, title 38, United States Code, to au- 
thorize the addition of a double indemnity provision to all policies of national 
service life insurance. 

This new provision could be added, upon application by the insured and pay- 
ment of an extra premium, to each policy “which has not matured and is in 
force or placed in force by payment or waiver of premiums.” It would pay 
double the face amount of the policy “in the case of the death of the insured 
(excluding such causes of deaths as the Administrator determines to be reason- 
able), while the payment of any premium is not in default, resulting directly and 
independently of all other causes from bodily injury—(1) effected solely by ex- 
ternal violent and accidental means; and (2) Occurring before the 65th birthday 
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of the insured; but only if the death occurs within 90 days after the injury is 
effected.” 

The bill would make the double indemnity provision available to each national 
service life insurance policyholder regardless of the conditions of his health. 
The bill is silent as to whether policyholders who are totally disabled and whose 
basic policies are under waiver of premiums will also be entitled to a waiver of 
the extra premium on the double indemnity rider. If this is intended the bill 
should so specify. In such cases, however, the waiver cost on the nonparticipat- 
ing insurance and extra hazard cases would be borne by the Government and the 
extra cost with respect to participating insurance under the trust fund would 
have to be borne by the other policyholders. This would be clearly inequitable 
as to the latter group. Commercial companies in underwriting the double in- 
demnity provision exclude or rate (charge additional premiums to) persons who 
because of their disabilities are accident prone, such as the deaf, blind, epileptic, 
or crippled. There would be no authority to make similar exclusions under the 
bill. 

Section 721 of title 38, United States Code, provides that the United States 
shall bear the excess mortality cost, the cost of waiver of premiums, and the 
cost of the total disability income provision traceable to the extra hazards of 
military or naval service. It is assumed that it is intended the Government would 
bear the cost of waiver of premiums and the claims cost on the double indemnity 
provision resulting from the extra hazards of service. Since these costs will, 
in the event of war or armed conflict, be substantial, the bill, if considered 
further, should be clarified in this respect. 

The bill contains a broad provision that there shall be excluded from the 
double indemnity coverage “such causes of deaths, as the Administrator de- 
termines to be reasonable.” While such exclusion authority is essential it is 
highly desirable from an administrative standpoint that it be more definitive. 
Should the bill receive favorable consideration it is recommended that it be 
amended to incorporate specific exclusions. 

Commercial companies exclude such causes of death as (1) suicide while 
sane or insane; (2) participating or engaging in riots; (3) bodily or mental 
infirmity or illness or disease; (4) committing or attempting to commit an assault 
or felony; (5) taking any poison, drug, or asphyxiation from gas. Most com- 
panies exclude all deaths resulting from war (declared or undeclared), whether 
while serving in the Armed Forces or not. Accidental deaths owing to aviation 
except where the insured was traveling as a passenger on one of the regular 
airlines are generally excluded. Also, some companies require that the injury 
is evidenced by visible contusion or wound on the exterior of the body except 
for drowning or internal injuries revealed by autopsy. 

The motivating principle underlying the issuance of Government life insurance 
in 1917 and 1940 was to restore to persons entering active service the status of 
insurability normally enjoyed by them as civilians. The premiums were fixed 
at peacetime rates so that the cost was held within the reach of all servicemen. 
The maximum amount of Government life insurance that could be carried was 
established at $10,000. The maximum amount of insurance paid to servicemen 
killed in World War I, II, or the Korean conflict was $10,000. However, under 
the bill beneficiaries of servicemen killed in peacetime service by accidental means 
could receive $20,000 and the Government would bear the cost if it was an extra 
hazard death. Also, the premiums from the totally disabled insureds with the 
provision would be inadequate. Therefore, upon their accidental death their 
beneficiaries would receive $20,000 partially at the expense of the other policy- 
holders in the fund or the Government regardless of the cause of the total 
disability. 

The proposal in its present form would be effective on the date of its enactment. 
If favorably considered it is recommended that the bill be amended to become 
effective not earlier than 1 year after the date of enactment. The Veterans’ 
Administration would need that period to prepare for the extensive administrative 
workload the bill would create. The time would be needed to recruit and train 
additional personnel; prepare and print applications, forms and the @ouble 
indemnity provision; obtain additional mechanical equipment, reprogram our 
automatic data processing system; prepare and print procedures; and mike a 
study to determine the premium rate to be charged for the double indemnity 
provision. Our estimate of administrative cost is based upon such an amended 
effective date. 
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The Veterans’ Administration has no data upon which to base an accurate 
estimate of the cost of the bill, if enacted. The costs submitted are based on 
commercial experience with double indemnity riders, which, of course, contain 
many exclusions. On the participating insurance the benefit cost to the Govern- 
ment would be the claims cost traceable to the extra hazards of service. If all 
in-service policyholders purchased the double-indemnity provision, it is esti- 
mated that this cost would be about $1,200,000 per year. This estimate is, of 
course, based upon the assumption that peacetime conditions will continue. In 
the event of war or armed conflict, such cost would be increased substantially. 
There would be some additional cost to the Government on the service disabled 
veterans’ insurance, which is not now self-supporting. Although this cost cannot 
be estimated, it would be small relative to the above figure. 

If the bill is enacted, all NSLI policyholders (more than 5,200,000) would be 
notified of their right to apply for the additional coverage, but there is no way 
of accurately estimating the number of applications which would be made. 
Based on an arbitrary assumption that 1 million double-indemnity provisions 
would be issued (and assuming a l-year delayed effective date), the estimated 
administrative cost to the department of insurance would be about $1 million 
the first year, $211,000 the second year, and $117,000 for each of the following 
8 years. There would be certain additional administrative costs which cannot 
be accurately estimated on the basis of available data. 

The policy of the executive branch and of the Congress in recent years ‘has 
been to reduce, to the extent feasible, commercial-type activities of the Federal 
- Government. In the field of Government insurance for servicemen and veterans, 
this policy has found expression in the enactment of Public Law 23 (Servicemen’s 
Indemnity and Insurance Acts) in 1951 and Public Law 881 (Survivor Benefits 
Act) in 1956. To increase the long-standing maximum amount of insurance cov- 
erage by providing for the payment of double the face amount of existing policies 
in case of accidental death would not be consistent with this general policy. I 
have previously informed the committee I am in accord with this policy. As 
we are not aware of any impelling need for expanding the Government insur- 
ance business as proposed by H.R. 9789, we do not recommend favorable consid- 
eration of the bill by your committee. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to the committee and that the Bureau strongly recommends against 
favorable consideration of the bill. 

Sincerely, 
SuMNER G. WHITTIER, Administrator. 


6, 1960. 
Hon. TEAGUE, 

Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. Teacue: The following comments are submitted in response to your 
request for reports on H.R. 170 and H.R. 2246, 86th Congress. 

The purpose of these identical bills is to provide that each policy of U.S. 
Government life insurance on the 5-year level premium term plan, and each 
policy of yearly renewable term insurance, which is in force on or after the 
date the insured attains age 65, or on and after the date of enactment, which- 
ever date last occurs, shall remain in force without any premium being paid 
therefor. As U.S. Government life insurance was available to persons in the 
active service until October 8, 1940, the bills would not be limited to term 
insurance “held by World War I veterans” as indicated in the title. 

H.R. 170 and H.R. 2246 are identical with H.R. 7309 and H.R. 7364; 85th 
Congress, and substantially similar to H.R. 6576, 85th Congress. The Veterans’ 
Administration submitted a report on these bills to your committee under date 
of April 9, 1958 (Committee Print No. 190), a copy of which is enclosed. The 
arn expressed in that report are equally applicable to H.R. 170 and H.R. 
22 


H.R. 170 and H.R. 2246 purport to amend section 301 of the World War 
Veterans’ Act, 1924, Title III of that act (including sec. 301) relating to 
U.S. Government life insurance was repealed by Public Law 85-857, effective 
January 1, 1959, and the benefit provisions thereof were codified into chapter 
19 of title 38, United States Code. 

An estimate of the cost of paying up U.S. Government life insurance term 
policies at certain ages, including age 65, was furnished to your committee by 
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the Chief Insurance Director under date of August 13, 1959. That letter and 
the accompanying tables are reproduced in Committee Print No. 120, copy en- 
closed. Page 3 of the committee print shows the estimated total cost of pro- 
viding such paid up term insurance at age 65 to be $91,789,000. Such cost esti- 
mate is also broken down by years. 

Advice has been received from the Bureau of the Budget that the enactment 
of the proposed legislation would not be in accord with the program of the 
President. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


STATEMENT OF HON. THOMAS G. MORRIS, A MEMBER OF CONGRESS 
FROM THE STATE OF NEW MEXICO 


Mr. Bartne@, Our first witness this morning will be Congressman 
Morris. 

Mr. Morris, Mr. Chairman and members of the committee, thank 
you for this opportunity to appear in support of my bill, H.R. 10063. 

This legislation will provide an opportunity for numerous veterans, 
notably veterans of World War IT now in their late thirties or early 
forties, to obtain Government insurance at reasonable rates. The 
same additional opportunity is extended to Korean veterans, includ- 
ing those who have suffered a disability in service. The bill is de- 
signed to benefit all such veterans who did not obtain, during their 
original period of entitlement, the insurance to which they once were 
entitled, 

In New Mexico, there are 91,000 veterans of World War II and the 
Korean conflict, but only 25,500 of them have the protection of this 
insurance. The reason for failure to obtain insurance may well have 
been the veteran’s simple neglect, or his own free choice. However, 
through no fault of his own, he may have had no adequate notice of 
his a under the law; or may not has possessed the amount of the 
initial premium, through unemployment, illness or similar hardship. 
Or he could have misunderstood or have been misinformed concern- 
ing his rights. 

n any event, once the time of 120 days, or a year in the case of 
disability, from the time of original entitlement had passed, the right 
to be insured died forever. Nothing the tardy applicant could do 
would revive it, regardless of his need. He was remanded to the 
private insurance companies. They might, or might not, insure him. 

H.R. 10063 provides a method of relieving against what may 
amount. in many cases to a considerable hardship, fallen heavily upon 
those who do not deserve to bear it. I trust this remedial legislation 
will receive your favorable consideration. 

Thank you. 


STATEMENT OF RALPH H. STONE, CHIEF INSURANCE DIRECTOR, 
ACCOMPANIED BY S. W. MELIDOSIAN, DEPUTY CHIEF INSURANCE 
DIRECTOR; W. A. POISSANT, CHIEF ACTUARY; AND 0. L. CLAY, 
INSURANCE COUNSEL, VETERANS’ ADMINISTRATION 


Mr. Bartne. Next we will hear from Mr. Ralph Stone, Chief In- 
surance Director of the Veterans’ Administration, who has had long 
and conscientious service with that department; the Deputy Director, 
53034—60-—_8 
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S. W. Melidosian, who is making his first appearance before this 
committee; and we are always glad to have Mr. Poissant, the Chief 
Actuary, and Mr. Clay, the Insurance Counsel. 

Following the conclusion of Mr. Stone’s remarks we will hear from 
Mr. Donald C. Knapp, who has long provided expert testimony in 
this field for the Veterans’ Administration, and with whom this com- 
mittee has always maintained the closest and friendliest relationship. 

Mr. Stone, you may proceed in any manner which suits you. 

Mr. Stone. Mr. Chairman, my report is not too long, but I do want 
to be sure you notice, since this is March 17, we are properly starting 
out with the proper color folder containing our statement and exhibits. 

Mr. Barina. We are glad to see you have done that. 

Mr. Stone. Mr. Chairman and members of the committee, when I 
was before this committee in April 1958, I was able to report what we 
considered real progress in revised operating procedures and mechan- 
ization, and at that time I brought out that we had just moved into 
the electronics era and that much of our attention would be devoted 
to perfecting an automatic data processing system for the insurance 
- accounting activities of our department. 

Our automatic data processing system is based on high speed mag- 
netic tape operations. Under our system we record on tape all basic 
data pertaining to our active accounts. We use tape to prepare pre- 
mium notices, to process incoming premium payments, to calculate 
dividends, to process automatic renewals of term insurance, to pre- 
pare lapse notices and other documents required in routine accounts 
maintenance operations, to compile financial data, and to perform 
many other operations common to the insurance business. 

Our equipment is installed in the Philadelphia office, where about 
two-thirds of our 6 million accounts are maintained. We plan to use 
this same installation to service the accounts of the Denver and St. 
Paul offices, which together maintain the remaining one-third of our 
accounts. Servicing the Denver and St. Paul accounts will involve 
daily transmissions between those cities and Philadelphia, either by 
wire or air freight, whichever proves to be more advantageous and 
economical. 

Today I can report to you that we are well underway. At this 

int all of the allotment accounts of policyholders in service in the 

ed Forces—600,000—and all of the accounts on which premiums 
are paid by deduction from VA benefit payments—250,000—plus 
60,000 of the bulk of our business on which premiums are regularly 
paid by mail are being processed daily through the computer Tocated 
im Philadelphia. Our schedule calls for completion of the conversion 
of the accounts in our Philadelphia office in October. We plan to 
start conversion in the Denver office shortly thereafter, and the St. 
Paul office in February of next year. The job should be completed 
in September of 1961. 

Not everything has been smooth sailing in this conversion program. 
We had our share of site troubles, programing bugs, and test run 
problems, all contributing to a delay from August 1 to October 23 
in starting live daily processing. Our difficulties were not unique as 
every installation experiences trouble during the shakedown period. 
But we are rolling now and the 910,000 accounts already on the com- 
puter is a tremendous accomplishment. 
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Our strong desire is to keep up this pace and get the job done on 
schedule. is will mean continued concentration of manpower on 
this effort and that additional workloads such as may arise from new 
legislation be kept to an absolute minimum. I will discuss in more 
detail the impact of pending legislation before concluding my re- 
marks. 

Now while we were diverting a lion’s share of our attention to the 
development of this electronics processing system, there were many 
other things going on—changes being made to improve our service 
rte coverage for veterans—which I would like to review 
with you. 

First, you will remember, you gest new legislation effective No- 
vember 1, 1958, that permitted G i to apply for a total 
disability income provision rider which would pay $10 per month per 
$1,000 of insurance in event of total disability, instead of the $5 per 
month provided under the previous law. To implement this change 
it was necessary that an entire new premium rate structure be designed 
for the total disability income provision. 

This resulted in a lowering of most existing total disability income 
provision aime and meant that all existing policyholders havi 
this rider had to be notified. This we did, oat at the same time ad- 
vised them of their right to increase their coverage. The change also 
resulted in a special total disability income provision dividend to dis- 
tribute a surplus in total disability income provision reserves to those 
who carried the old $5 rider. When this job was completed, we 
started the program to notify every national service life insurance pol- 
icyholder eligible for the total disability income provision of his 
rights. This notice includes a letter explaining the rider to him, and 
a card giving the exact monthly premium the rider would cost, to- 

ther with the proper application. Figuring the accounts for each 
individual policyholder and giving them the correct cost for their 
premium was quite an para 

The Denver office and the St. Paul office started their part of this 
project in August of 1959, and by May of this year they will have 
completed the job of notifying all our policyholders The Philadel- 
phia office started their mailing in October of 1959 and plan to com- 
plete the job of notifying every policyholder by December of this 
year. The response to our notices has been excellent—actually con- 
siderably above what we expected. We are presently experiencing 
between 15 and 16 percent return. Under this program we will notify 
approximately 5 million persons of their rights. This could not have 
been done on a cost versus service basis had we not reached our pres- 
ent position in mechanization. We believe that this is the biggest 
undertaking of this nature by anyone in the insurance industry. 

Now secondly you will also remember that effective January 1, 
1959, policyholders of term insurance issued to Korean war veterans 
were provided the right by legislation to convert their policies to any 
one of six permanent plans. These policyholders before this data 
were restricted to term insurance. In addition to being allowed to 
‘convert to permanent plans, they were given the right to exchange 
their term policies for a new type of limited term insurance having 
a much lower premium. With the passage of this law, we immediately 
started to notify each of these policyholders of their new rights. 
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During the past year every policyholder has been notified of this 
right. As of the first of the year, over 85,000 veterans had converted 
their insurance to a permanent plan, and almost 295,000 had ex- 
cha: their term for the new limited term policies. This means 
nearly 50 percent of RS (special term insurance) policyholders now 
have an improved type of coverage. 

A third major item of importance to the veteran was a change in 
reinstatement requirements which we instituted as a result of study 
of the practices in five of the largest life insurance companies. Effec- 
tive January 18 of this year we changed our standards for determin- 
ing an insured’s state of health for reinstatement when the insurance 
had been lapsed for not more than 3 months. Prior to the change we 
compared the veteran’s health from the date his insurance lapsed to 
the date of his application. In making this aps ig eee we considered 
any disease or disability he had at the time of lapse and if it had 
progressed we did not allow reinstatement. 

Under our new rule we will only consider the individual’s health 
from the last day of the grace period to the date of application. 
_ We will allow for the natural progression of any disease or Sicability 

that existed prior to the end of | the grace period. While this will not 
materially affect a large number of policyholders, it will afford better 
protection for our policyholders who have or will reach advanced 
years. We know as we all get older our health deteriorates. The 
purpose of these new standards is to take this into consideration and 
allow for it in cases of short-time lapses. 

A fourth item of significance to policyholders is the late premium 
payment rule that we put into effect January 18, 1960. Under this 
rule we will accept a premium payment which is made within 15 days 
following expiration of the grace period provided the insured is alive 
when the premium is paid. This is not an extension of the 31-day 

riod and conforms to practice in most commercial companies. 
In addition to providing policyholder service, it reduces our paper- 
work by apse and reinstatement actions. However, 
we are not giving the rule general publicity because of the possibility 
that some insureds would take del cure advantage of the additional 
15 days which would increase their risk of lapse. Of course, in that 
15-day period should they die they would not be insured. There 
is a habit that a great many policyholders have of waiting until 
about the last day of the grace period and before paying their pre- 
mium. We have over 400,000 lapsations each year. This will owe 
ane 85 percent of the lapsation work necessary under the 
old plan. 

A fifth item of particular importance to the GI policyholder is 
the recent plan of security pertaining to the beneficiary designation. 
Across our Nation there are some 5 million veterans who pay pre- 
miums on Government life insurance. They pay these premiums for 
one purpose only—to provide security for their widow, their children 
and other dependents. 

The Veterans’ Administration has therefore considered the veterans’ 
beneficiary designation as a sacred document. These forms are filed 
in metal cabinets and many other measures are taken to protect them 
against accidental destruction or damage by fire. This is the most 
that any insurance company has done to preserve these vital docu- 
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ments. But today, the Government is faced with the problem of the 
atomic age—no record stored above the ground in even the best of 
fireproof ye aa is completely safe from the perils of nuclear ex- 
plosions. Recognizing this need for a new and better means of pro- 
tecting these records, we started microfilming all new beneficiary 
designations in 1958. The film is stored underground under conditions 
which assure maximum protection against all types of modern war- 
fare. 

Another item of importance to the insured is the more favorable 
formula for investment of insurance funds. The Veterans’ Adminis- 
tration worked with the Treasury Department in the development of 
a new formula for setting the interest rates on the investments of the 
two insurance funds. During recent years funds of national service 
life insurance have been invested at 3 percent, and funds of USGLI 
or World War I insurance have been invested at 314 percent in line 
with longstanding agreements with the Treasury Department. The 
new plan, which was reviewed and accepted by the committee at a 
recent hearing, will provide for the investment of insurance funds 
more in line with current market yields whenever the prevailing rate’ 
of interest is high enough to produce increased earnings for the funds. 

The formula provides for interest rates one-half percent below the 
average yield on all marketable Government obligations with at least 
3 years to go before maturity. The one-half percent reduction is in 
consideration of a guaranteed minimum return of 3 percent on NSLI 
investments, and 314 percent on USGLI investments. The present in- 
vestment of the funds will be converted to the new type investments in 
equal increments, over a 15-year period. Thus the full impact of the 
new formula will not be felt until the end of the period. Based on 
current market yields, the estimated increased earnings in calendar 
year 1961 will be approximately $9,500,000 for the NSLI fund and 
$1,100,000 for the USGLI fund. Increased earnings will mean in- 
creased dividends to ap tara particularly to the holders of 
permanent plans which adds to the attractiveness of converted in- 
surance. 

In addition to these items which in effect improve service to the 
insured, we have plans for further improvements in our operation 
such as a conveyor system in our Philadelphia office; a program o 
constant review and refinement of our ADP and clerical procedures; 
expansion of our ADP application to include certain actuarial studies 
and underwriting activities; and conversion of the 330,000 USGLI 
accounts. So, as you see, we still have plenty of work to do. 

I mentioned earlier the impact of pending legislation on our ADP 
conversion plans and our future operations. We have just about 
reached the saturation point in workload in two areas. The first is 
in the conversion effort itself where we are employing every available 
person both with respect to planning talents and operational efforts— 
an area where trained people are required making it impractical to 
hire from the outside. The second area has to do with our capability 
of handling our existing insurance business on an ADP system once 
we are fully converted. 

In this respect, the equipment we now have in Philadelphia and 
which was recently examined by some members of this committee 
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will require over two full shifts, actually 20 hours of running and 
maintenance time, to handle our 6 million accounts. (See chart.) 

Any material increase in our workload will require abandonment 
of our conversion schedule, or at best, a severe modification. There 
are three pending bills, each of which will have a material effect on 
our workload. The most severe effect will be produced by S. 2675, 
the so-called Long bill, which is the same as H.R. 10063 which 
reopens eligibility for insurance for the period of 1 year. 

An estimated 16 million veterans would be eligible to apply for 
insurance and conceivably the number of policies on our books could 
double or triple in the period of a single year. H.R. 9789 which 
would add a double indemnity provision to existing contracts could 
bring us business from nearly 5 million policyholders, and while our 
total number of policies in force would not increase, our policy 
records would have to be expanded to provide for the rider, and of 
course there would be the work of Ba te the applications. Then, 
there are the bills having to do with a proposed new modified life 
policy, H.R. 10891, H.R. 10892, and H.R. 11045. A bill of this nature 
_ could result in processing a considerable number of conversions from 

the 3 million dligible term policyholders in addition to the tasks of 
notifying them of their eligibility and reprograming our computer 
system. 

A bill providing for the modified life plan should have an effective 
date no earlier than July 1, 1961, if we are to avoid serious trouble 
with our ADP conversion schedule. The schedule most certainly 
will be out of the window if we are hit with the workload brought 
about by either the Long bill or the double indemnity bill. Pre- 
liminary analysis of our position indicates that we would immediately 
have to call off conversion of the St. Paul and Denver offices and 
provide for handling the new business as well as continuing 
operations in those offices on our present system. 

The problem I am picturing here is one apart from the merits 
of the provisions of these bills. I simply want the committee to know 
just how we are situated in our efforts to get over the major hurdle 
of converting all of our records to electronics. If we can just finish 
this job, and with adequate leadtime to expand our equipment, we 
will be in a position to handle, efficiently and with economy, changes 
to our system. However, until all our records are completely on the 
computer, it is just impossible to take on any big jobs without some- 
8, | giving, and unfortunately, that something is the conversion 
itself. 

Mr. Chairman, I would like to submit our exhibits attached to this 
statement, for the record. 

Mr. Barrne. Without objection, it is so ordered, 

(The exhibits referred to follow :) 


EXHIBITs 


The U.S. Government through the Veterans’ Administration as the adminis- 
tering agency, operates several insurance programs. The one which originated 
in World War I is known as U.S. Government life insurence (K); that which 
had its inception in 1940 is called national service life insurance (V-participat- 
ing), and the two systems established by the Servicemen’s Indemnity and In- 
surance Acts of 1951 are called veterans’ special term insurance (RS) and 
service-disabled veterans’ insurance (RH). We also have a new program of 
insurance identified as (W) insurance. This results from the legislation effec- 
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tive January 1, 1959, authorizing exchange of RS insurance which is non- 
participating term plan to another nonparticipating term plan with lower 
premium cost. This insurance cannot be renewed after age 50 but can be con- 
verted to a permanent plan. This legislation also provides for conversion of 
the RS term plan to a permanent plan under the (W) insurance program. 
Although Public Law 881 (Servicemen’s and Veterans’ Survivor Benefits. 
Act) stopped the issue of new insurance on and after January 1, 1957, for 
other than those having a service-connected disability (RH), but are otherwise 
insurable, we still have a considerable amount of business on the books. For 
example, as of the end of calendar year 1959, the inforce figures reflect: 


Number of 
policies 
(actual) 


Amount of 
insurance (in 
thousands) 


Average 
ize 


s 
policy 


U.S. Government life insurance $1, 452, 474 
National service life insurance 


Average annual dividend and premium paid in 1959 


Average Average 
annual annual 
premium dividend 
per $1,000 per $1,000 
paid in 1959 | paid in 1959 


$25. 50 
14. 50 


Department of insurance operating costs per policy—annual averages 
fiscal year 1948-65 


Fiscal year—Continued 
1957 
1958 
1959 
1960 (estimate) 
1961 (estimate) 
1962 
1963 (estimate) 
1964 (estimate) 
1965 (estimate) 


Fiscal year: 
1948 
1949. 
1950 
1951 
1952 
1954 
1955. 
1956 


Income and disbursements, 1948-59 
{In millions of dollars] 


Totalincome| Total dis- Disburse- 

(4 insurance | bursements ments, 
funds) (4 insurance | servicemen’s 

indemnity 


FSRENBES 
WH 


Note.—Income and disbursements for the 4 insurance funds are on calendar year basis. Disbursements 
servicemen’s indemnity is on fiseal year basis. 


it 

h 

h 

6, 561 

380, 359 3, 351, 332 8, 811 

. 
National service life insurance (participating) .-...........--..------.-------- 7.10 
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Insurance in force end of year 1959 (USGLI, NSLI) 
USGLI, distribution by plan of total in force, end of year, 1959 


Number Amount 


5-year term 16, 561 30-year endowment_-__ $16, 789, 889 
Ordinary life 115, 419 , Endowment at 62___- 26, 480, 895 
‘20-payment life___.... 150, 571 Extended insurance. - 13, 113, 714 
30-payment life 22, 508 Paid-up insurance... , 665, 
20-year endowment-._- 7, 252 


1, 452, 474, 612 


Amount 


$136, 660, 162 
728, 000 


1959 


Endowment at 60____ 
Endowment at 65____ 
20-payment life. Extended insurance 
30-payment life 409, 002 Paid-up insurance 
20-year endowment___ 


Insurance in force with TDIP ($5) 

Insurance in force with TDIP ($10) 

TD income insurance issued during year ($5) 

TD income insurance issued during year ($10) 

TD income insurance exchanged during year to ($10) 


Exhibit of insurance in force (RS, RH and W) for calendar year 1959 


National service life in- RS insurance RH insurance W insurance 
surance distribution 
of insurance by plan 


Amount Number 


5-year level premium 
term 


5-year limited convert- 
ible term 

Ordinary life 

'20-pay life 

30-pay life 

20-year endowment 

Endowment at 60 


on 


= 
on 


Number 

TD income insurance issued during 122 

2 NSLI (V only) distribution by plan of total in force, end of year, ZZ 

ce | Number Amount | Number Amount 

wae 92,765 | $509, 308, 500 
; 58, 347 349, 633, 500 

= 52, 524 178, 180, 553 

i 2, 688 4, 166, 911 

uae | OE 5, 313, 504 |34, 861, 049, 964 

Number Amount 

134, 822 | 1,050, 883, 000 

88,590 | 683, 659, 500 

42,946 | 341, 024, 000 

“= Number Amount Number Amount 

| 2,050 | $2, 500,054,500 | 23,642 $220,767, 000 

5, 560 47 24, 684 204, 812, 000 

od 5, 232 40 19, 464 132, 565, 000 

35 22, 886 181, 980, 000 

742 4 4, 959 27, 784, 000 

746 5 6, 979 52, 742, 000 

595 5 6, 448 51, 508, 500 

3 i 0 0 

Total.............| 287,050 | 2, 590,054,500} 41,302 | 362, 380, 380,359] 3, 351, 332, 499 
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INSURANCE STATISTIOS 


1, Participating national service life ineurance 


Average size disability rider ($5) $7, 541 
Average size disability rider $10) $7, 795 
Average size 5-year term policy $7, 682 
Average size all other plans $4, 956 
Insurance in force on Dec. 31, 1959: 

Number of policies 5, 313, 504 

Amount of insurance___ me $34, 861, 049, 964 
Disability riders in force on Dec. 31, 1959: 

Number of riders ($5) 40, 412 

Amount of insurance $304, 761, 000 

Number of riders ($10) 134, 822 


Amount of insurance 
Active disability benefit awards 


Number of 
policies 


2. Nonparticipating national service life insurance 


(a) Insurance issued under sec. 620 of the National Service Life 
Insurance Act: 


Average size policy on all sec. 620 insurance $8, 774 
Average size 5-year term policy $9, 338 
Average size of all other plans. $8, 019 
Insurance in force Dec. 31, 1959: 
Number of policies 41, 302 
Amount of insurance $362, 380, 019 
Active waiver of premium disability awards: 
Number of policies. 7, 639 
Monthly benefits $61, 486 
Average monthly benefit $8. 05 


(b) Insurance issued under sec. 621 of the National Service Life 
Insurance Act: 


Average size policy (all 5-year term) $9, 023 
Insurance in force Dec. 31, 1959: 
Number of policies 287, 050 
Amount of insurance_ $2, 590, 054, 500 
Active waiver of premium disability awards: 
Number of policies 911 
Monthly benefits $2, 592 
Average monthly benefit $2. 84 


(c) Insurance exchanged (term) or converted (all other plans) 
from RS and RH to W: 


Average size of term policies $9, 155 
Average size of all other plans $7, 624 
Insurance in force Dec. 31, 1959: 
Number of policies 380, 359 
Amount of insurance__ $3, 351, 332, 499 
Active waiver of premium disability awards: 
Number of policies____ 315 
Monthly benefits $2, 524 


Average monthly benefit $8. 01 
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3. U.S. Government life insurance 
Average size disability rider 


Average size policy on all USGLI 


Average size 5-year term policy. 


Average size in all other plans 


Insurance in force on Dec. 31, 1959: 
Number of policies . 


Amount of insurance 


$1, 452, 474, 612 


Disability riders in force on Dec. 31, 1959: 
Number of riders 


Amount of insurance. 


21, 549 


Active disability benefit awards 


$136, 660, 162 


Number of 
policies 


Monthly Ave 
benefits monthly 
payments 


Total nt disability 18, 211 
Disability income. 2, 241 


$531, 762 $29. 20 
81, 060 36. 17 


$6, 342 
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Comparison of annual premiums and net costs on various mortality tables and 
rates of interest 


[Basis: $1,000 of insurance] 
5-YEAR TERM 


World War II “V” insur- Commis- Commis- 
ance, American experi- sioners sioners 
ence, 3 percent standard standard 

ordinar ordinary 

table table of 

Net mortality, mortality, 

24 percent 3 percent 


$2. 49 
3. 80 


6. 89 
14.14 
30. 88 


Comparison of annual premiums on various basis (basis $1,000 of insurance) 
5-YEAR RENEWABLE TERM 
[Basis $1,000 of insurance] 


National National 
service life service life 
insurance ! insurance ! 

World World 
War II War II 

American American 
experience experience 

3 percent 


1 Subject to dividends. 


30. 78 25. 38 30. 54 
ae ORDINARY LIFE 
18. 47 10. 55 18. 06 15. 98 
25. 10 17. 30 25. 66 23. 44 
36. 94 29. 98 38. 37 35.99 
59. 91 49. 83 60. 58 58. 25 
4 : 20-PAYMENT LIFE 
$23. 20 $15. 88 $23. 64 $18.71 
27. 35 19. 31 28. 86 24.15 
33. 39 25. 59 35. 87 31.49 
43. 45 36. 61 46. 33 42.74 
63. 10 53.02 64. 98 62.04 
Sec. 621 
Commis- 
sioner’s 
Age standard | X-18 244 
ordinary percent 
table of 
mortality 
244 percent 
22. 

22. 45 24 
24. 23 15. 66 
26. 25 17. 32 
TARE 28. 51 18. 98 
30. 88 20. 76 


ESE 


X-18, 214 
percent 


insurance,! 
World 
War II 
American 
experience, 
3 percent 


National 
service life 


$9. 73 
20-PAYMENT LIFE 


Continued 
ORDINARY LIFE 


National 
experience, 
3 percent 


Z 
5 


Comparison of annual premiums on various basis (basis $1,000 of insurance)— 


1 Subject to dividends. 
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Age X-18, 24% Age 
) 14. 80 
15.51 
15. 86 
16. 22 
16. 69 
17. 05 
17. 52 
18. 00 
18. 47 
18. 94 
19. 53 
20. 01 
21.31 
25. 10 
$23. 
23. 
24. 
25. 
25. 
26. 
27. 
28. 
28. 
29. 
32. 
33. 29. 31 
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Comparison of annual premiums on various basis (basis $1,000 of insurance)— 


National National 
service life service life 
insurance,! insurance,! 
Age World X-18, 244 Age World X-18, 214 
War II percent War II percent 
American American 
experience, experience, 
3 percent 3 percent 
$18. 23 $28. 06 $23. 61 
18. 47 ¢ 28.77 24. 44 
18. 82 29.72 25.15 
19. 06 30. 66 26. 10: 
19. 42 31. 61 26. 93 
19. 77 32. 68 27. 88. 
20.13 ok See 33. 86 28. 83 
20. 48 35. 04 29. 90 
20. 4 % 36. 46 30. 97 
21.19 37. 88 $2.15 
21. 67 39. 42 33. 46 
22.14 41.08 34.77 
22.49 42. 86 36.19 
23. 09 44.75 37.73 
23. 56 46. 88 39. 27 
24. 03 49.13 41.05 
24. 63 51. 50 42. 83 
25. 22 54.10 44.73 
25. 81 56. 95 46. 87° 
26. 52 | . 59. 91 49.12 
27. 23 22. 90 


20-YEAR ENDOWMENT 


40. 96 an. 43. 92 41. 53: 
40. 96 § 44. 28 41. 88 
41. 08 4, 45. 22 42.71 
41.55 49.72 46. 39 
39. 91 53. 39 49.12 
42. 50 60. 26 54. 11 
43. 33 40. 94 
ENDOWMENT AT AGE 60 
$19. 06 ; $45. 94 $43. 66 
19. 65 ; 48. 89 46. 63 
20. 24 : 52.09 49. 95 
20. 95 A 55. 76 53.75 
21. 67 ’ 60. 02 58. 02 
22. 38 q 64. 76 62. 89 
23. 20 L 70. 32 68. 46. 
24. 03 76. 72 74. 99 
24. 86 84. 41 82. 58 
25. 81 93. 53 91. 89) 
26. 87 104. 66 102. 92 
27.94 118. 51 116. 94 
29. 24 136. 27 134. 74 
30. 43 160. 06 158. 52 
31.85 193. 09 191. 75 
33. 39 242. 58 241. 38 
35. 04 324. 98 323. 94 
36. 82 SY ae 489. 42 488. 89 
38. 71 36. 31 981. 92 982. 69 
40. 96 38. 44 
43. 33 40. 94 


1 Subject to dividends. 
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Comparison of annual premiums on various basis (basis $1,000 of insurance)— 
Continued 


ENDOWMENT AT AGE 65 


National National 
service life service life 
insurance,! insurance,! 
Age World X-18, 244 Age World X-18, 24% 
War II percent War II percent 
American American 
experience, experience, 
3 percent 3 percent 
$17.17 $36. 58 $33. 93: 
17. 64 38. 48 35. 83. 
18.11 40.49 37. 97 
18.71 42.74 40. 22 
19. 18 45. 22 42.71, 
19.77 48. 07 45. 56 
20. 36 51.14 48. 65 
21.07 54. 58 52.09 
21.78 58. 37 56. 00» 
22. 49 62.75 60. 39 
23. 20 67.72 65. 38 
24.03 73. 40 71. 07 
24. 98 80. 03 77.72 
25. 93 87. 85 85. 43 
26. 87 97. 20 94. 80 
28. 06 108. 56 106. 08 
29. 12 122. 65 120. 20 
30. 43 140. 65 138. 23 
31. 85 164. 56 162. 20 
33. 27 197. 95 195. 54 
34.81 32. 04 
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Mr. Bartne. Mr. Stone, I found your statement very interesting 
and I might say I visited the Denver office and I visited the Phila- 
delphia office and I want to highly compliment you for the work 
that is being done. These have always been efficient offices but I think 
they have tremendously improved in both places. 

Mr. Strong. Yes, sir; they are both doing an excellent job. 

Mr. Barina. Yes, and getting this information that you have pre- 
sented here today does bring out its great importance. I am not 
going to comment on the legislation at this time, but you certainly 

ave put forth some very fine thoughts to be used in our study of 
these bills. 

Mr. Teague, any questions ? 

Mr. TEacuE 0 California. Mr. Chairman, I have just this com- 
ment. I have always had a very high regard for the job Mr. Stone 
and his colleagues are doing. As the chairman feels, there is nothing 
he has said today which would change that opinion. 

Mr. Bartne. Mr. Patterson ? 

CounseL. When do you expect to have ADP doing the entire job 
with the direct payment account ? 

Mr. Stone. We will have about 314 million accounts in Phila- 
delphia on computer tape by October 1 and we should have Denver 
cad St. rio completed about the first of the year, February of next 
year, we hope. 

After talking with Mr. Melidosian, this would be in September 
and this would run into the first quarter of the next fiscal year. 

CounseL. September of 1961 ? 

Mr. Stoner. Yes; 1961. 

CoynseL. You may want to answer this off the record, but does not 
this ADP operation ultimately envision a consolidation of the other 
two offices ? 

Mr. Stone. We have no plans for consolidation of any offices at this 
time. We have told the committee that at ay time that we have 
plans for consolidation we will so advise you. 

CounseL. But if this is accomplished by September of 1961, all of 
the work on the 6 million policies will in effect be accomplished by 
the ADP equipment in Philadelphia ? 

Mr. Sronz. No. Only the accounting work will be accomplished 
there. The billing will be accomplished on the computer in Phila- 
delphia. The return premium envelopes will be addressed to Denver 
and St. Paul. These offices will open the mail, handle the premium 
payment, and take care of any necessary correspondence. Details 
of the premium payment will be sent by transceiver direct to the com- 
puter in Philadelphia for recording the payment. There will still be 
a considerable amount of work in St. Paul and Denver. However, 
there will be a reduction in the number of employees. 

CounseEL. Do you wish to give the committe any figures as to the 
number of people involved that will be phased out of their jobs? 

Mr. Stone. In the neighborhood of 600 through the year. 

CounseL. Do you mean Philadelphia alone? 

Mr. Stoner. No, altogether. 

Counse.. All three offices. 
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Mr. Stoner. The statement that they will be phased out is not quite 
true. We have attrition of about 20 per We are hiring tem- 

orary employees now so that we will not have any reduction in 
fom action. We will find jobs for the permanent workers. They 
will be offered positions wherever there are openings. 

We do not expect that we will have to have what they term a reduc- 
tion in force which will amount to much at all. Our people will be 
warned in plenty of time, and we will find jobs for them, solicit jobs 
for them with other Federal agencies and in other spots. We do not 
anticipate any trouble at all in that respect. 

Counset. Everything is being done to make it as painless as 
possible ? 

Mr. Strong. That is right. 

We have always had arguments from certain people about any 
mechanization. That started when the first motor was ever built, 
but more people are working today than ever before so I anticipate 
no worry or trouble on it in any way. 

Counset. Thank you. 

Mr. Barina. Mr. Teague ? 

Mr. Teague of California. I might say this: I think you can take 
some comfort in the fact that we have such a sparse attendance of 
committee members today. I think that indicates that, generally, 
among the Members of Congress and among the veterans and civil- 
ians, you are doing a splendid job in this administration, for if the 
Congress received many complaints about the way you were handling 
the job, as you well know, you would have a full attendance of people 
to bring out those complaints. 

Mr. Stone. That is right. 

Mr. Tracusr of California. So I hope you will not be disappointed, 
because there are so few of us here. 

Mr. Stoner. Not atall. Thank you very much. 

Our offices are doing a good job. The St. Paul office, which you 
have not visited, and which I wish you would, is in old Fort Snelling, 
and it is scattered over a half-dozen buildings more or less, but they 
do excellent work. 

Denver is a fine office. By the use of our efficiency ratings we evalu- 
ate them and keep them on their toes and the elimination of errors is 
the main objective in the ADP. It isn’t so much the savings that we 
are interested in. The error ratio in the past has been quite high, 
and we practically have it eliminated down to where it is less than one- 
half of 1 percent, but we still do have errors. 

Weare hoping that ADP will eliminate errors. The department, of 
course, in 1948 had a cost per policy of $7.18; in 1949, $9.80; 1956, 
$4.09; that is, the annual cost of handling the policies; and in 1957, 
$3.77. There was quite a big raise, a 10 percent raise in wages in 1958, 
and we started the extra work of conversion. Then it went to $3.82. 
In 1959, the cost was $3.81, and we estimate for this year about $4.07 
because we have found it necessary to maintain a manual operation as 
well as the conversion until we are operating by computer system. 
In about 5 years from now, the costs will be down to around $3, which 
is way below any costs of operating any other insurance business 
that I know of. 
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As we explained to Mr. Thomas, from 1953 up until 1959, the cost 
of the operation was then around $50 million; that is, the annual cost 
of operation, and the annual cost of operation now is about $24 million 
for administration, just about half of what it was 5 years ago. 

Mr. Barrne. Is there anything further from any of your assistants 
before we call Mr. Knapp ? 

Mr. Stone. We are here at your call, and, of course, we will remain 
while Mr. Knapp is testifying. 

Mr. Barina. I want to reiterate, Mr. Stone, I think you have given 
us some very important testimony here this morning. 

Mr. Stone. Thank you, Mr. Chairman and members of the com- 
mittee. We will be available for questioning at any time. 


STATEMENT OF DONALD C. KNAPP, DIRECTOR, LEGISLATIVE SERV- 
ICES, OFFICE OF GENERAL COUNSEL, VETERANS’ ADMINISTRA- 
TION; ACCOMPANIED BY EDWARD G. OGLE, LEGISLATIVE 

ATTORNEY 


Mr. Bartne. Next we will hear from Mr. Knapp. 
Proceed, Mr. Knapp. 
Mr. Knapp. Mr. Chairman, my name is Donald C. Knapp of the 
Legislative Services, Office of the General Counsel of the Veterans’ 
Administration. I am accompanied by Mr. Eward G. Ogle, legisla- 
tive attorney of our office and, of course, Mr. Stone and his associates, 
who will be available in the event of any technical or other questions 
involving any aspect of the bills. 

Mr. Chairman, I believe you have before you, and I will present for 
the record, a rather detailed analysis covering the comments of the 
Veterans’ Administration on the bills pending before this subcom- 
mittee. 

Mr. Bartne. You may choose your own method. 

Mr. Knapp. H.R. 974, H.R. 2264, H.R. 4305, H.R. 4924, H.R. 4955, 
H.R. 5437, H.R. 8687, and H.R. 10063. The Veterans’ Administra- 
tion reported to the committee on these bills on February 26, 1960. 

In general, the bills would restore for a period of 1 year the right of 
most veterans to apply for and be granted national service life in- 
surance of the type for which they had previously been eligible. 
They apply to persons who served during various periods since Octo- 
ber 8, 1940. 

Persons who served between October 8, 1940, and September 2, 
1945, had more than 4 years within which to apply for national life 
insurance after service, in addition to the right to apply at any time 
during their active service. Further, all other persons who were in 
the active service prior to April 25, 1951, were also eligible to apply 
for insurance while in such service. Persons separated from service 
after April 25, 1951, were also eligible to apply for insurance while 
in such service. 

Persons separated from service after April 25, 1951, who have a 
service-connected disability have had and will continue to have under 
existing law (38 U.S.C. 722) a period of 1 year from the date service 
connection is determined by the Veterans’ Administration within 
which to apply for service disabled veterans insurance. 
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Persons previously eligible for the veterans special term insur- 
ance—except those dischat ged less than 120 days prior.to the cutoff 
date of January 1, 1957—had a period of 120 days from separation 
within which to apply. 

Our report indivaves that the benefit cost to the Government of 
restoring the right of persons who served between October 8, 1940, 
and April 24, 1951, to apply for participating insurance will be the 
amount of claims traceable to the extra hazard of service. It is esti- 
mated that this cost will be about $125,000 the first year and $250,000 
for each of the next 4 years. 

The insurance authorized for persons separated from service after 
April 25, 1951, is nonparticipating. All premiums and other collec- 
tions on such insurance are credited to, and liabilities are paid from, 
revolving funds established for these purposes. Generally the vet- 
erans special life insurance fund (38 U.S.C. 723) has shown a profit 
and the service disabled veterans insurance fund (38 U.S.C, 722) has 
shown a loss. This latter fund has required appropriations to meet 
the anticipated death benefit claims. To date, Congress has appro- 
priated about $4.5 million for this purpose. 

The administrative cost of any one of the bills, if enacted, would 
vary depending on the bill. The Government would bear all of the 
administrative cost under some of the bills and under others the in- 
sured would bear such costs through a reduction of dividends on the 
participating insurance and a loading of the premiums on the non- 
participating insurance. 

Under the latter-type bill the Administrator would be required to 
transfer such costs annually to the general fund receipts in the Treas- 
ury. Hence, appropriations to pay the administrative costs would be 

uired if any of the bills should be enacted. The appropriations re- 
quired to meet the administrative cost of H.R. 10063, one of the bills 
of general applicability, is estimated to be approximately $7,119,000 
the first year. This additional cost would decrease to about $4,707,000 
the second year, $2,692,000 the third year, and gradually decrease 
thereafter to about $2,497,000 the fifth year. 

Included in this general group are two bills H.R. 2264 and H.R. 
8687 whose purposes are limited to authorizing reinstatement of ex- 

ired 5-year level premium term national service life insurance which 
fins heretofore lapsed for nonpayment of premiums. 

Since term insurance cannot be reinstated after expiration of the 
5-year term—unless the lapse occured in the 59th or 60th month—the 
effect of these bills is to extend to former term policyholders the right 
to secure new term insurance if application is made within a stated 
period. The basic principle and policy considerations involved in 
these bills are similar to those pertaining to the other bills in this 
group and out comments are generally applicable. 

As stated in our report on this group of bills, the policy of the Con- 
gress in recent years has been to reduce, to the extent feasible, com- 
mercial-type activities of the Federal Government. In the field of 
Government insurance for servicemen and veterans this policy has 
found expression in the enactment of Public Law 23—Servicemen’s 
Indemnity and Insurance Acts—in 1951 and Public Law 881—Sur- 
vivor Benefits Act—in 1956. 
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The Administrator is in accord with this policy and does not be- 
lieve that the Government should reopen an insurance program for 
nondisabled veterans who can readily purchase comparable coverage 
at reasonable rates from private companies. The Veterans’ Adminis- 
tration does not recommend favorable consideration of such legisla- 
tion by your committee. 

Among other pending bills in this general category is H.R. 10407. 
That bill is identical with H.R. 10063 on which the Veterans’ Ad- 
ministration submitted a report under date of February 26, 1960, above 
mentioned. 

H.R. 10123: This bill is similar in purpose to the above-mentioned 
bills but is limited in application to service-disabled veterans. Any 
veterans who served after October 7, 1940, who has a service-connected 
disability and is otherwise in good health, would be granted service 
disabled veterans insurance under 38 U.S.C. 722(a) upon application 
within 1 year and payment of premiums. 

Mentally incompetent perm would be granted an extended time 
- within which to apply. Premiums would be waived where the service- 
connected disability e total before the effective date of the in- 
surance. 

The amendatory act of August 1, 1946, authorizing the issuance of 
se penne War II service insurance extended certain waiver of 

ealth requirements to the service-disabled provided they applied 
prior to January 1, 1950, and their service-connected disability was less 
than total. Since 1951 postservice insurance has been available to all 
service-disabled veterans discharged after April 24, 1951, if they apply 
within 1 year after their disability is determined by the Veterans’ Ad- 
ministration to be service connected. 

Clause 3 of H.R. 10123 relating to inclusion of a total disability 
income rider in policies of service-disabled veterans’ insurance is dis- 
cussed below under total disability income benefits. 

Under section 715 of title 38, United States Code, the Administrator 
is authorized, upon application by the insured, proof of good health, 
and payment of an extra premium, to include in the policy a provision 
whereby the insured, upon becoming totally disabled for a period of 
6 consecutive months or more commencing after the date of his appli- 
cation and before attaining the age of 60 and while the payment of 
any premium is not in default, shall be paid monthly disability bene- 
fits—from the first day of the seventh consecutive month of and durin 
the continuance of such total disability—of $10 for each $1,000 of suc 
insurance in effect when the benefits became payable. The total dis- 
ability income provision—commonly referred to as TDIP—may be 
added to any national service life insurance policy except those issued 
since April 1951 to service-disabled veterans under section 620 of the 
National Service Life Insurance Act or under 38 U.S.C. 722. 

H.R. 4304: The Veterans’ Administration reported to the com- 
mittee on this bill July 20, 1959 (Committee Print No. 95). 

The bill would add a total disability income provision to all policies 
of national service life insurance, except policies of service disabled 
veterans’ insurance. The coverage would be provided under requiring 
an eget: Terman of an extra premium, and proof of the in- 
sured’s good health. 
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The bill is discriminatory in that it would grant total disability 
income coverage free of cost to holders of approximately 670,000 poll- 
cies of nonparticipating insurance issued under section 621 of the 
National Service Life Insurance Act. On the other hand holders of 
approximately 5.3 million policies of participating national service life 
insurance would have to bear the cost of total disability income protec- 
tion through a reduction or elimination of their dividends. The 
surplus in the national service life insurance trust fund available for 
distribution as dividends would be reduced by about $140 million per 
ear. 

: Estimates of the costs to the Government for administration and 
for claims traceable to the extra hazard of service are set forth in 
the mentioned report. 

H.R. 4657: The Veterans’ Administration reported to the commit- 
tee on this bill June 5, 1959 (Committee Print No. 71). 

This bill would permit policyholders with service-connected dis- 
abilities less than total in degree, who cannot meet the health require- 
ments because of such disabilities, to exchange the $5 total disability 
income provision which they now have in their policies—under sec- 
tion 602(v) of the National Service Life Insurance Act—for the $10 
Wao ns income provision authorized under present law (38 
U.S.C. 715). 

H.R. 4658: The Veterans’ Administration reported on this bill 
June 11, 1959 (Committee Print No. 73). 

This bill would waive the requirements of good health to permit 
holders of service-disabled veterans’ insurance policies whose service- 
connected disabilities are less than total in degree, and who are other- 
wise in good health, to add to their policies the total disability income 
provision authorized under 38 U.S.C. 715. 

Clause 3 of H.R. 10123: This proposal would waive the require- 
ment: of good health to permit all holders of national service life in- 
surance policies—including holders of service disabled veterans in- 
surance—whose service-connected disabilities are less than total in 
degree and who are otherwise in good health to add to their policies 
the total disability income provision under 38 U.S.C. 715. 

Under prior provisions of law—section 602(v) of the National 
Service Life Insurance Act—the requirements of good health were 
waived as to any service-connected disabilities less than total in de 
which the veteran might have had, if application for inclusion in their 
policies of the total disability income provision was made prior to 
January 1, 1950. 

The bills H.R. 4657, H.R. 4658, and clause 3 of H.R. 10123 would be 
a modified extension of the above-mentioned provision. Generally, the 
premiums collected on the total disability income provision under these 
bills would be credited directly to the national service life insurance 
appropriation and benefits paid therefrom. 

ersons who would be permitted to obtain the $10 total disability 
income provision under this group of bills are not good insurance 


3 risks. For example, experience on the $5 total disability income pro- 
vision which was issued under section 602(v) of the National Service 
; Life Insurance Act to persons who were suffering from a service-con- 


nected disability shows that the premium charges are only about 50 
percent of those needed to bear the cost of the benefit. Hence, the 


53034—60——_10 


4 
4 
, 


2142 


remiums paid by the insureds under these bills would be nominal, and 

ar little relationship to the risk incurred or to the benefits afforded. 
Therefore, a large part of the cost of the benefits extended by these 
bills would be a gratuity paid for by the Government. The Veterans’ 
Administration does not faves their enactment. 

H.R. 170 and H.R. 2246: These identical bills would provide that 
each policy of U.S. Government life insurance on the 5-year level 
premium term plan and each policy of yearly renewable term insur- 
ance shall be considered fully paid when the insured reaches age 65. 

The Veterans’ Administration reported on these bills to the com- 
mittee March 16, 1960. 

The Veterans’ Administration report incorporates a previous re- 
port on the subject explaining in detail certain aspects of the bills 
not touched upon here. The major objections to the bills are the dis- 
criminatory features, the large cost involved, and the precedent their 
enactment would establish for extending the same benefit to national 
service life insurance term toes holders. 

. These bills provide no benefit for permanent plan policyholders 
and therefore discriminate against them. Based on the same age at 
issue all permanent plan policyholders pay higher yearly premiums 
than the holders of 5-year level premium term insurance. These 
higher premiums above the current cost of protection are in the nature 
of prepayments for protection to be furnished in the future. They 
are established at levels sufficiently high to provide lifetime protec- 
tion at the same premium rate over the premium-paying period, 
whether for a limited period or for life. On the other hand, the 
premiums charged for the 5-year level premium term insurance are 
only sufficient to level the premiums over the 5-year period and the 
reserve accumulated thereunder is exhausted at the end of each term 
riod. 
PiThe bills do not specifically provide for funds to pay the benefit 
cost. In the absence of such a provision the benefit. cost would have 
to be borne by the U.S. Government life insurance fund. This fund 
belongs to both the term and permanent plan policyholders in propor- 
tion to their contribution. While the current dividend payable from 
the fund to the term policyholders is about 25 percent of the premium 
charges it would not be possible to charge the entire benefit cost of 
the bills to the term palley holders even by completely wiping out 
their dividends. Therefore, the additional cost of the bills would be 
chargeable against the future dividends of the permanent plan policy- 
holders who would not be relieved from paying their higher premiums 
beyond age 65. 
here are about 16,000 policyholders with U.S. Government 5-year 
level premium term insurance. Of this group, about 6,768 are pres- 
ently age 65 or over and would qualify immediately for benefits under 
the bills. The remainder, of course, would become eligible as they 
attain age 65. 

The first year cost of the bills would be about $3,178,000. This 
would increase about one-half million each year so that the cost for 
the fifth year would be about $5,100,000. The total estimated cost 
of the bills would be approximately $92 million. Additional figures 
with respect to the cost of considering term insurance paid up at 
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various ages were furnished the committee in August 1959 (Com- 
mittee Print No. 120). 

Enactment of these bills would establish a precedent for the enact- 
ment of similar legislation with respect to term policies of national 
service life insurance. At the present time there are in force approxi- 
mately 3,200,000 World War IT national service life insurance term 
policies with a face value of about $24 billion. 

The Administrator does not recommend favorable consideration of 
these bills by your committee. 

H.R. 9784: The Veterans’ Administration reported on his bill 
March 16, 1960. 

The bill would provide that the rate of interest chargeable for loans 
on policies of U.S. Government life insurance and national service 
life insurance shall not be in excess of the average rate of return on 
investments of the respective insurance funds made prior to granting 
of the policy loans. 

Under existing regulations the rate of interest on such policy loans 
is now 4 percent per annum. The participating U.S. Government life 
insurance and national service life insurance funds are currently in- 
vested at slightly above 314 and 3 percent, respectively. Thus, the 
immediate effect of the bill would be to lower the rate of interest 
charge on future policy loans. 

Our report discusses certain technical aspects of the bill and points 
out that the existing regulations are a part of the insured’s contract 
which cannot be abrogated. Hence, under the bill the interest rate on 
policy loans could be lowerd only and never raised above 4 percent. 

In view of the generally higher interest charges on commercial 
loans, a reduction of the 4 percent policy loan interest rate, which 
would be the immediate effect of the bill, would make it very attractive 
to encumber a large number of U.S. Government life insurance and 
national service life insurance policies with loans. Further, policy 
loans reduce the amount of the insurance coverage and are generally 
discouraged by commercial companies. 

It is not known how many future policy loans would be made 
under the proposed legislation. Assuming that the present level of 
policy loans will continue, the loss to the two trust funds if the rate 
of interest on existing loans were reduced would be approximately 
$3.4 million a year for the first 5 years following enactment of the 
bill. If it is assumed that all insureds who have existing policy loans 
would refinance such loans in order to take advantage of the lower 
interest rate, the administrative cost of such refinancing is estimated 
to be about $835,000. 

The Veterans’ Administration recommends against favorable 
consideration of the bill. ; 

H.R. 2263: This bill is identical with H.R. 5400, 85th Congress, 
on which your committee was furnished a report under date of 
April 9, 1958 (Committee Print No. 189). 

The bill would require that notice of lapse of U.S. Government or 
national service life insurance be sent by certified mail addressed to 
the last known address of the addressee within 1 week following 
expiration of the grace period. On January 18, 1960, the Adminis- 
trator approved VA regulation 3407.2 which permits the acceptance 
of a late premium submitted within 15 days after expiration of the 
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grace period if the payment is tendered during the lifetime of the 
insured. 

Hence, under existing procedure policyholders are notified by first- 
class mail of lapse of their insurance approximately 18 days after 
expiration of the grace period and if application for reinstatement is 
not received a second notice is mailed approximately 30 days after 
release of the first letter. 

At present, approximately 1 million remittances are received within 
the last 7 days of the grace period and many insureds delay the 
mailing of their premiums until the last day which, of course, is 
their right under the contract. Therefore, a screening for lapses 
earlier than 18 days after expiration of the grace period would re- 
sult in finding apparent lapses but which in fact would be timely 
remittances not yet posted to the accounts. 

If the screening for lapses were moved up from the 18th day to 
the 3d or 4th day following the expiration of the grace period as 
would be required by the bill the estimated administrative cost, if 
the bill were made effective not less than 6 months after enactment, 
would be about $1,052,000 the first vear, $567,000 the second year, 
gradually reducing thereafter to about $533,500 the fifth year. 

The Veterans’ Administration believes that enactment of the bill 
would result in premature notices of lapses to many insureds, causing 
misunderstanding and confusion, as well as unnecessary cost. to the 
Government. Accordingly, favorable consideration of H.R, 2263 
is not recommended. 

H.R. 274. The Veterans’ Administration reported on this bill July 
15,1959 (Committee Print No. 91). 

Existing law provides for the waiver of premiums on national 
service life insurance where total disability of the insured continues 
or has continued for 6 or more consecutive months, if such disability 
commenced (1) subsequent to the date of his application for insur- 
ance; (2) while the insurance was in force under premium-paying 
conditions; and (3) prior to the insured’s 60th birthday. The bill, 
if enacted, would authorize waiver of premiums on national service 
life insurance for 6 or more months of continuous total disability 
regardless of the age of the insured at the time such total disability 
commenced. 

Excepting persons whose disabilities are deemed total by statute, 
such as loss of both feet, hands, eyes, and so forth, a substantial num- 
ber of those who qualify for waiver of premiums at the younger ages 
eventually recover from their total disability. At ages over 60 it 
becomes increasingly difficult to establish whether or not it is possible 
for the insured “to follow any substantially gainful occupation” and 
the rate of recovery from total disability in such cases is very small. 
Commercial insurers generally limit waiver of premiums for total 
disability to cases in which total disability commences prior to the 
insured’s 60th birthday, and in some cases prior to the insured’s 55th 
birthday. 

The premiums for national service life insurance are calculated with- 
out charge for the waiver benefit. Therefore, it is necessary on the 
participating policies to make provisions for this cost out of the 
earnings which would otherwise be distributed as dividends. The 
cost of providing the waiver varies with the plan of insurance and the 
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age of the insured. Dividends on most plans would have to be sharply 
cut, and at the higher ages at issue probably eliminated entirely, since 
the gross premium charged might be insufficient to cover both the 
death and disability benefits. Policyholders in the higher age group 
probably would have to be subsidized to a greater or less extent by the 
other policyholders. 

The Government, through the national service life insurance appro- 
priation, would have to bear the additional cost of the bill on the 
participating insurance resulting from the extra hazards of service. 
Also, additional appropriations would be required to make up the 
future deficits in the service disabled veterans insurance revolving 
fund, for which the Congress has to date appropriated $4.5 million. 
However, the major cost of the bill would be borne by the national 
service life insurance trust fund to the detriment of policyholders 
as a whole. 

The Veterans’ Administration does not favor enactment of the bill. 

H.R. 9785: The Veterans’ Administration reported on this bill on 
March 16, 1960. é 

The bill would grant gratuitous national service life insurance in a 
maximum amount of $10,000 to any enlisted person who died as a 
result of an aviation accident incurred in the line of duty while under- 
going flight training in the active service of the Army or Navy after 
October 7, 1940, and before August 4, 1942, if such person would have 
been eligible for life insurance with premiums paid by the United 
States had he been serving under an appointment as an aviation cadet. 

There were a number of laws in effect during World War II which 
authorized issuance of $10,000 life insurance with premiums paid by 
the Government to members of the Armed Forces serving as aviation 
cadets, aviation students, or otherwise undergoing some type of flight 
training. All of these laws have been repealed. 

It is understood that this bill was drafted to rectify a situation which 
arose in the Navy as the result of enlisting persons for primary and 
elimination flight training who could have been appointed directly 
as aviation cadets in which status they would have had insurance cover- 
age at Government expense. Apparently the lack of such protection 
was due solely to an administrative technicality which was corrected 
after August 4, 1952. 

In view of the policy of the Congress to grant free and automatic 
insurance coverage during World War II to the various aviation 
training groups mentioned, the Veterans’ Administration would not 
object to general relief legislation on behalf of the naval personnel re- 
ferred to in our report. However, H.R. 9785, as drafted, is broader 
in scope and might cover other service personnel not so equitably 
entitled. It is therefore suggested that the committee secure the 
views of the Defense Department as to the merits of the bill and its 
possible effect on other categories of several personnel. 

H.R. 10703: This bill was introduced as requested by the Veterans’ 
Administration in its letter to the Speaker, February 19, 1960 (Com- 
mittee Print No. 185). 

The bill would grant a retroactive waiver of national service life 
insurance premiums in certain World War II and early Korean con- 
flict cases where a veteran became totally disabled in line of duty 
after making application, but prior to the effective date of his insur- 
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ance. The benefit would be granted only if the insured remained 
continuously totally disabled to the date of death, or the date of enact- 
ment. of the bill, whichever is the earlier. Application would be re- 
quired and the bill contains safeguards against duplication of benefits. 

Under the National Service Life Insurance Act of 1940, insurance 
could be made effective subsequent to the date of application but not 
later than the first day of the following month. During World War 
IT, cases arose in which the serviceman applied for insurance with a 
later effective date and thereafter died in line of duty prior to that 
date. To provide relief in that type of case the Congress amended the 
law in 1946 to require the Government to assume liability for the 
amount of insurance applied for, notwithstanding the applicant’s death 
before the effective date. 

The 1946 amendment did not cover the related hardship cases in 
which the insured did not die but became totally disabled in line of 
duty before the postdated effective date of his insurance. The insureds 
in such cases, although totally disabled, are not eligible for a waiver 
of premiums because the law requires the disability must have begun 
' while the insurance was in force. The bill would authorize a retro- 
active waiver of premiums in these cases, as well as in similar cases 
arising early in the Korean conflict, if the insured remained totally 
disabled until death or the date of enactment of the bill, whichever 
is the earlier. 

Although no data are available upon which to base an accurate esti- 
mate of the cost of the bill, it is believed the cost would be small. 

This bill would provide equitable relief in a small number of cases 
and is thought to constitute a logical extension of the policy adopted 
by the Congress in the case of death in line of duty prior to the effec- 
tive date of the insurance during World War IT. 

The Veterans’ Administration favors enactment of H.R. 10703. 

H.R. 9509. This bill would provide for payment of national 
service life insurance where the insured died in line of duty after 
December 31, 1956, between the date of his application and the effec- 
tive date of his insurance. Benefits under the bill would be paid from 
appropriations. 

On and after January 1, 1957, the only new national service life 
insurance which could or may now be issued to persons in the active 
service is replacement insurance under 38 U.S.C. 781. 

Under that section and the prior corresponding provisions of law 
a person in the active service who cash-surrendered permanent plan 
insurance or permitted term insurance to expire while entitled to free 
protection under the Servicemen’s Indemnity Act after April 25, 
1951, and prior to January 1, 1957, could replace such insurance while 
in the active service after December 31, 1956, as well as within 120 
days after discharge. 

Section 602(p) of the National Service Life Insurance Act as added 
by the Insurance Act of 1946 (Public Law 589, 79th Cong.) granted 
gratuitous insurance to certain persons who died in line of duty be- 
tween the date of application for insurance and its effective date. 
However, that amendment was enacted soon after cessation of hostili- 
ties in World War II and stemmed from hardship cases occurring 
during the emergent wartime period. The reason given for the legis- 
lation was that as a matter of administrative convenience, applica- 


: 
> 


— 


MISCELLANEOUS INSURANCE LEGISLATION 2147 


tions were dated effective as of the first day of the following month 
and applicants signed the applications believing that they had im- 
mediate coverage. It does not appear that the conditions which war- 
ranted that legislation exist today. In addition, the 1946 provision 
was limited to cases in which the application was made and death 
occurred before the date of its enactment. 

H.R. 9505, on the other hand, would apply to future deaths as well 
as to deaths that have oecurred since December 31, 1956. It would, 
of course, be highly discriminatory, since deaths in the active service 
under similar circumstances from 1946 to 1951 would not be covered. 
Payments of the gratuitous insurance authorized by the bill would 
be at the expense of the Government. 

H.R. 3305 and H.R. 6363: These similar bills would authorize the 
payment of national service life insurance which matured prior to 
August 1, 1946, in a lump sum. Under existing law such insurance is 
payable only in installments and only to the widow, widower, child, 
parent, brother, or sister of the insured. 

The bills are identical in purpose with section 1 of H.R. 2828, 84th 
Congress, on which the Veterans’ Administration rendered a report 
to the committee on May 26, 1955 (Committee Print No. 128). 

The Veterans’ Administration report discusses in detail the back- 
ground of the National Service Life Insurance Act and the reasons 
for the limitations on beneficiaries and modes of payment with respect 
to the (wartime) insurance maturing prior to August 1, 1946—the 
date of the amendatory Public Law 589, 79th Congress. Among 
other things, the bills, if enacted, would open the way to adverse selec- 
tion as it would afford an election to be exercised at the option of the 
beneficiary. Part of the increased cost of the result of such adverse 
selection would be borne by the national service life insurance trust 
fund. Enactment of either bill is not recommended by the Veterans’ 
Administration. 

H.R. 3382: This bill would permit permanent plan U.S. Government 
and national service life insurance policies to be assigned as collateral 
security for a loan made to the insured. 

The bill would apply only with respect to loans made after the date 
of enactment. Assignment would be permitted only if (1) the lender 
insured the borrower against death and permanent total disability in 
the amount of the unpaid balance, plus accrued interest and other 
charges on the loan, with the lender as beneficiary; and (2) in the 
event of death or permanent total disability the borrower would have 
no recourse against the Government insurance assigned as collateral 
security for the loan. It is apparently intended by the bill that if the 
borrower defaulted on the loan prior to the death or permanent. total 
disability the lender could cash surrender the Government life insur- 
ance assigned as collateral for the loan. 

An insured under a permanent plan United States Government or 
national service life insurance contract has the right at any time, after 
expiration of the first policy year and before lapse, to borrow up to 
94 percent of the reserve of his policy at an interest rate of 4 percent 

rannum. Commercial lenders today are requiring interest on loans 
in excess of the 4 percent rate charged on the Government life insur- 
ance policy loans. Thus an insured would not only have to pay a 
higher rate of interest to obtain a loan from a commercial lender but, 
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in addition, under the bill, would apparently have to pay for the cost 
of commercial insurance to protect the lender. 

Since the beginning of the Government life insurance program in 
1917, the law has protected the rights of the insured and his beneficiary 
by prohibiting the assignment by the insured of his Government life 
insurance and has exempted the benefits thereof from attachment, 
levy, and seizure based on claims of commercial creditors. To permit 
the assignment of Government life insurance as collateral for a com- 
mercial loan would serve to defeat the primary purpose of the Govern- 
ment life insurance program, which is to assure protection for the 
beneficiary in the event of the death of the insured. 

H.R. 7051: This bill proposed to amend the Servicemen’s Indemnity 
Act of 1951, which act was repealed, effective January 1, 1957, by 
Public Law 881, 84th Congress, approved August 1, 1956. 

As the committee is aware, the automatic servicemen’s indemnity— 
$10,000 less any Government insurance in force—was provided as a 
substitute for voluntary insurance for persons in the active service. 
Although it was authorized on a more limited basis, it retained certain 
elements of insurance such as the right to select a beneficiary. Pay- 
ments under existing indemnity awards will continue to be made over 
the remainder of the 10-year period to the beneficiary designated by 
the serviceman or if no beneficiary was designated to the first eligible 
class of beneficiaries in this order: surviving spouse, child or children, 
parents, brothers and sisters. 

The bill provides that, in the absence of a designation of beneficiary 
for indemnity by a person having in force Government life insurance, 
the indemnity shall be paid to the designated beneficiary of such in- 
surance if within one of the classes provided for servicemen’s in- 
demnity purposes. 

It is possible that in certain cases the bill would effect a result 
contrary to the serviceman’s wishes. For example, a man may have 
had a small amount of Government insurance payable to his parents. 
He then entered the service, married, and was advised that the free 
indemnity would, under the Indemnity Act, be paid to his wife 
whether designated or not. He therefore relied on that provision of 
the law expecting his wife to receive the indemnity and the parents 
the insurance. The bill would result in both the insurance and the 
indemnity being paid to the parents in this type of case. As this has 
been a closed benefit program for over 3 years, it is questionable 
whether such a change should now be made in the beneficiary provi- 
sions which could affect only past deaths. 

H.R. 9789. The Veterans’ Administration reported on this bill 
to your committee March 16, 1960. 

The bill would authorize the addition of a double indemnity pro- 
vision to all policies of national servicemen’s insurance indemnity 
which have not matured and are in force or placed in force by pay- 
ment or waiver of premiums. The provision would pay double the 
face amount of the policy “in the case of the death of the insured— 
excluding such causes of death as the Administrator determines to 
be reasonable—while the payment of any premium is not in default, 
resulting directly and indépendently of all other causes from bodily 
injury—(1) effected solely by external violent and accidental means; 
and (2) occurring before the 65th birthday of the insured; but only 
if the death occurs within 90 days after the injury is effected.” 
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Our report discusses certain technical and cost aspects of the bill 
which will not be restated in detail here. In general, these involve 
(1) the question whether policyholders who are totally disabled and 
whose basic policies are under waiver of premiums will also be en- 
titled to a waiver of the extra premiums on the double indemnity 
rider; (2) the assumption that the Government would bear the cost 
of waiver of premiums and claims cost on the double indemnity pro- 
vision resulting from the extra hazards of services; and (3) the need 
for more definitive language with respect to the specific exclusion of 
certain causes of death from the double indemnity coverage. 

The motivating principle underlying the issuance of Government 
life insurance in 1917 and 1940 was to restore to persons entering ac- 
tive service the status of insurability normally enjoyed by them as 
civilians, 

The premiums were fixed at peacetime rates so that the cost was 
held within the reach of all servicemen. The maximum amount of 
Government life insurance that could be carried was established at 
$10,000. The maximum amount of insurance paid to servicemen 
killed in World War I, IT, or the Korean conflict was $10,000. 

However, under the bill, beneficiaries of servicemen killed in peace- 
time service by accidental means could receive $20,000 and the Gov- 
ernment would bear the cost if it was an extra hazard death. Also, 
since the totally disabled are generally accident prone, their premiums 
would be inadequate. Hence, upon their accidental death, the $20,- 
000 payment would be made partially at the expense of the other 
policyholders on the participating insurance and of the Govern- 
ment on the nonparticipating insurance. 

The policy of the executive branch and of the Congress in recent 
years has been to reduce, to the extent feasible, commercial-type ac- 
tivities of the Federal Government. 

In the field of Government insurance for servicemen and veterans, 
this policy has found expression in the enactment of Public Law 23, 
Servicemen’s Indemnity and Insurance Act, in 1951 and Public Law 
881, Survivor Benefits Act, in 1956. To increase the long-standing 
maximum amount of $10,000 insurance coverage by providing for the 
payment of double the face amount of existing policies in case of 
accidental death would not be consistent with this general policy. 
The Administrator has previously informed the committee he is in 
accord with this policy. The Veterans’ Administration is not aware 
of any impelling need for expanding the Government insurance busi- 
ness as proposed by this bill and therefore does not recommend its 
favorable consideration by your committee. 

It is understood that i. . 9789 is intended to supersede H.R. 4303, 
a similar bill on this subject. The latter bill proposes to automatically 
add the double-indemnity provision to all outstanding and future 
policies of national service life insurance without application or pay- 
ment of extra premium. These features would result in unfair dis- 
crimination against the participating policyholders in favor of the 
nonparticipating group. The bill contains neither specific exclusions 
nor general exclusion authority. The above-stated unfavorable posi- 
tion of the Veterans’ Administration on the basic objective of H.R. 
9789 is equally applicable to H.R. 4303. 
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H.R. 11045: The Veterans’ Administration reported to the commit- 
tee on this bill March 16, 1960. 

The bill is designed to alleviate the coming problem of the World 
War II term-insurance policyholders. In 15 to 20 years, World War 
II veterans will be in their sixties and subject to the same difficulties 
that World War I veterans now experience with paying the high 
premiums on the term insurance. 

The bill provides a new plan of insurance for national service life in- 
surance slalicghnabdane. The plan is modified life insurance which pro- 
vides a level premium throughout the life of the insured, but the face 
value of the policy will be automatically reduced by 50 percent at the 
end of the day preceding the insured’s 65th birthday, without a reduc- 
tion in the premium. However, the insured could, by application and 
payment of the premium required therefor, continue the full amount 
as ordinary life insurance. If the insured is totally disabled and the 
premiums on the modified life plan are being waived or he is entitled 
to such waiver at the time of the reduction, he will be automatically 

anted insurance equal to the amount of the reduction. 

The bill would permit term policyholders to convert their insurance 
and permanent-plan policyholders to exchange their permanent-plan 
insurance for the modified life plan. On the participating insurance 
the premium rates and guaranteed values on the new plan would be 
based on the 1958 commissioners standard ordinary table of mor- 
tality with interest at the rate of 3 percent per annum. 

That table provides a more realistic up-to-date mortality basis for 
calculation of premiums than the American experience table of mor- 
tality which is almost a century old. 

The use of the 1958 commissioners standard ordinary table of mor- 
tality will provide premiums at a lower participating level than the 
American experience table of mortality. The insurance will continue 
to be participating but dividends will be considerably lower under the 
new plan than at the present. The basis for calculating optional set- 
tlements would not be changed. 

As indicated in our report, the bill needs a number of small perfect- 
ing amendments. 

The modified life plan proposed by the bill will not, of course, fully 
solve the coming problem of the World War II term-insurance policy- 
holders. However, it should help. It is believed that one of the major 
deterrents to conversion is the difference in cost between term and 
permanent plans of insurance. The modified life plan will provide 
permanent plan insurance at a lower premium rate than existing per- 
manent plans of insurances. This is true because the protection is cut 
in half at age 65 and a more realistic mortality table is used for cal- 
culation of premiums on participating insurance. 

The cost of the bill to the Government could be the cost of admin- 
istration only. This additional cost is detailed in our report and would 
depend upon the number of conversions and exchanges resulting from 
enactment of the bill which would not otherwise have been made. 

Since H.R. 11045 will tend to alleviate the problem of the term in- 
surance policyholders at the older ages, the Veterans’ Administration 
recommends its favorable consideration by your committee. 
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H.R. 10891 and H.R. 10892: It is understood these bill on the same 
general subject are superseded by H.R. 11045 and no comment will 
be made thereon at this time. 

H.R. 277: The Veterans’ Administration reported on this bill to the 
committee on March 16, 1960. 

The bill proposes to authorize all national service life insurance 

policyholders—except those having service disabled veterans insurance 

issued under section 620 of the National Service Life Insurance Act— 
to exchange and convert their insurance to limited convertible term or 
permanent plan insurances issued under 38 U.S.C. 723(b). 

Premium rates and guaranteed values for insurance issued under 
that section are based on table X—-18—1950-54. Intercompany table 
of mortality—with interest rate of 214 percent per annum. 

Our report discusses the bill in detail pointing out the cost and cer- 
tain undesirable effects which would result in exchange or conversion 
of insurance thereunder. 

The bill may have been designed to encourage the large group of 
World War II term policyholders to convert their insurance and 
avoid the difficulties mentioned under H.R. 11045, above. If this is 
the purpose, the approach taken by the latter bill is believed to be the 
more desirable one. 

Now, Mr. Chairman, I would like to highlight three particular pro- 
posals involved in this group. The first would be the group of bills 
which propose opening up the mght to secure insurance on the part 
of all World War II veterans and all Korean conflict veterans. Those 
bills are H.R. 974 and seven other bills, all related in general purpose. 

In our report on this group of bills, the Administrator points out 
that the policy of the Congress in recent years has been to reduce to the 
extent feasible commercial-type activities of the Federal Government. 

In the field of Government insurance, for servicemen and veterans, 
this policy has found expression in the enactment of Public Law 23, 
the Servicemen’s Indemnity and Insurance Acts, in 1951 and Public 
Law 881, the Survivor’s Benefits Act in 1956. 

The first of those acts precluded any further issue of insurance to 
persons in the active service and substituted an automatic free in- 
demnity coverage. 

The second of those acts repealed the automatic indemnity coverage, 
further limited the right of certain veterans to secure insurance after 
service, and substituted, as a result of-a long and careful study by a 
select committee of the House, a new survivor’s benefit package ae 
basically as dependency.and indemnity compensation payable to wid- 
ows, children, and dependent parents. 

The Administrator is in accord with this policy and does not believe 
the Government should reopen an insurance program for nondisabled 
veterans who can readily purchase comparab e coverage at reasonable 
rates from private companies. The Veterans’ Administration does 
not recommend favorable consideration of this type of legislation and 
we have been advised that it is not in accord with the program of the 
President. 

The second proposal that I would like particularly to call to the 
attention of the subcommittee is H.R. 10703. This bill was intro- 
duced at the request of the Veterans’ Administration, transmitted to 
the Speaker on February 19 of this year. It is limited in scope and 
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minor in nature, but we feel that it does deal with an inequitable situa- 
tion and suggest your favorable consideration of it. 

This bill would grant a retroactive waiver of national service life 
insurance premiums in certain World War II and early Korean cases 
where a veteran became totally disabled in line of duty after making 
appl ication but before the effective date of his insurance. 

he benefit would be granted only if the insured remained con- 
tinuously totally disabled to the date of his death or the date of enact- 
ment of the bill, whichever is the earlier. An application would be 
required and the bill contains safeguards against duplication of 
benefits. 

Under the National Service Life Insurance Act, which was the 
basic insurance statute in force during World War II, insurance 
could be made effective subsequent to the date of application but not 
later than the first day of the following month. It developed that 
during World War II cases arose in which the serviceman applied 
for insurance with a later effective date and thereafter died in line 
_ of duty prior to that date. To provide relief in that type of case the 
Congress amended the law in 1946 to require the Government to as- 
sume liability for the amount of insurance applied for notwithstand- 
ing the applicant’s death before the effective date. 

This 1946 amendment did not cover the related hardship cases in 
which the insured did not die but became totally disabled in line of 
duty before the postdated effective date of his insurance. The in- 
sureds, in such cases, although totally disabled, are not eligible for 
waiver of premiums because the law requires that the disability must 
have begun while the insurance was in force. This bill would au- 
thorize a retroactive waiver of the premiums in those cases as well 
as in similar cases arising early in the Korean conflict when the right 
to secure insurance in active service was still available, if the insured 
remains totally disabled until death or the date of enactment of the 
bill. We believe the cost would be small, although we do not have 
data on which to submit an actual estimate. 

The bill would provide equitable relief in a smal] number of cases 
and is thought to constitute a logical extension of the policy adopted 
by the Congress in the case of death in the line of duty prior to the 
effective date of insurance during World War IT. 

We favor enactment of H.R. 10703 and I believe, Mr. Chairman, 
that the Veterans’ Administration’s proposal is, in principle, similar 
to a bill that you have recently introduced within the past week or so, 
H.R. 11067. 

Mr. Barrne. Yes. However, it was not printed on this list [indi- 
cating| because of the recentness of the introduction of it by myself. 

Mr. Knapp. Yes. 

The third proposal that I would like to highlight is contained in 
H.R. 11045. This bill was recently introduced by Chairman Teague 
and supersedes two previous bills on this subject, also introduced by 
him, H.R. 10891 and H.R. 10892. This bill is designed to alleviate 
the coming problem of the World War ITI term policyholders. 

In 15 to 20 years the World War II veterans will be in their 60’s and 
subject to the same difficulties that the World War I veterans now 
experience with paying the high premiums on their term insurance. 
The bill provides a new plan for national service life insurance policy- 
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holders. That plan is modified life insurance which provides a level 
premium throughout the life of the insured but the face value of the 
policy will be automatically reduced by 50 percent on the day preceding 
the insured’s 65th birthday without any reduction in the premium; 
however, the insured may, by a ao and payment of the required 
premium therefor, continue the full amount as ordinary life insurance. 
If he is totally disabled and the premiums on the modified life plan 
are being waived, or he is entitled to such waiver at the time of the 
reduction, he will be automatically granted insurance equal to the 
amount of that reduction. 

Under the bill, term policyholders could convert their insurance 
and permanent plan policyholders would be given the privilege of 
exchanging a permanent plan that they now have for this new modified 
life plan if it appeared more desirable to meet their peculiar personal 
situation. 

On the participating insurance, premium rates and guaranteed 
values under the new plan would be based on a more modern table 
than at present, namely, the 1958 Commissioners Standard Ordinary 
Table of Mortality with the same statutory interest rate of 3 percent. 
This table cnnaulie a more realistic up-to-date mortality basis for 
calculating the premiums than the old American Experience Table, 
which is almost a century old. The use of the new table will provide 
premiums at a lower participating level than the old table. The in- 
surance will continue to be participating, but the dividends, as a result 
of the new modern table, will be considerably lower under the new 
plan than at present. The basis for calculating optional settlements 
on the insurance would not be changed. In our report on the bill, 
we suggest several perfecting amendments which should be adopted if 
the bill is approved. 

The modified life plan proposed in this bill will not, of course, fully 
solve the coming problem of the World War IT term policyholders. 
However, it should help. It is believed that one of the major deter- 
rents to conversion is the difference in costs between term and per- 
manent plans of insurance. The modified life plan will provide per- 
manent plan insurance at a lower premium rate than the existing 
permanent plans. This is true because the protection is cut in half at 
age 65 and a more realistic mortality table is used for calculating the 
premiums. This proposal is actuarially sound and would not result 
in any greater benefit cost to the Government. The only cost to the 
Government would be the cost of administration. 

We detail these cost factors in our report, which would depend on 
the number of conversions and exchanges resulting from enactment 
of the bill which would not have otherwise been made. 

Since H.R. 11045 will tend to alleviate the problem of World War 
II term insurance policyholders at the older ages, the Veterans’ Ad- 
ministration recommends its favorable consideration by your commit- 
tee and can report that the proposal is without objection on the part 
of the Bureau of the Budget. 

Counse.. Mr. Chairman, at that point, so the record will be clear, 
there are a number of bills pending here which seek to provide for 
the paying up of term insurance policies of World War I and World 
War II. The World War I group at age 60 would cost in the neigh- 
borhood of $104 million by direct appropriation of the Treasury. If 
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similar action should be taken in the case of World War IT, the cost 
would be in excess of $12 billion, and it is on the basis of an effort to 
prevent this sort of thing arising or a proposal being made 25 years 
from now that H.R. 11045 is suggested. I wanted the record to show 
that. 

Mr. Knapp. And in line with Counsel’s comments, we have in our 
statement a detailed discussion of those proposals to pay up World 
War I term insurance. 

Now, Mr. Chairman, those are the three groups that I desired to 
highlight. I would be glad to discuss any other group or individual 
bills that may be of particular interest to the committee at this time. 

Mr. Barine. Mr. Patterson would like to ask a question. 

Counset. I would like to ask Mr. Knapp, could you tell us at this 
time, on an age basis, the rate for the double indemnity rider the 
premium rate which the policyholders would have to pay ? 

Mr. Knapp. In event of the enactment of the pending bill on double 
indemnity ? 

Counset. Yes. 

Mr. Knapp. Mr. Poissant, do you have any data on that? 

Mr. Potssant. I have the rates based on commercial experience, 
which was recently extracted under the sponsorship of the Society of 
Actuaries. Now whether we would charge these rates or something 
less or a little bit more would have to be determined a little bit later. 
Also these commercial double indemnity riders contain quite a few 
exclusions, and one very significant one, war and any acts attributable 
thereto, so you have to take that into consideration, that you would 
have to draft a bill which had the same exclusions of commercial 
company riders, otherwise the rates would be affected one way or an- 
other depending upon the type of exclusion you included in your rider. 

With these conditions, then, I have extracted some of these straight 
life rates where the benefit runs to age 65. It is cut off at age 65. Now 
at the ages of from 20 to 40 it would be around 40 cents a year per 
$1,000 of insurance. In other words, on a $10,000 policy it would 
cost in the neighborhood of $4 a year. Now it would rise a little bit 
at the higher ages, maybe around $4.50 to $5 for age 50 and possibly 
between $5 and $6 at age 60, all per $10,000 of insurance. 

CounseL. Thank you. 

Mr. Monk. I am A. H. Monk, Assistant Deputy Administrator, 
Veterans’ Administration, and, Mr. Chairman, referring back to the 
counsel’s question on the modified plan of insurance which has been 
proposed here, it is true that the cost to extend the insurance free of 
charge would be almost prohibitive in either or both World War I 
and the World War IT groups. I think an important factor, and this 
may be the most important factor in proposing this new modified in- 
surance plan or in endorsing it, is that if something is not done to 
make it possible for a number of these veterans to pay the insurance 
premiums which, under present term rates, advance rapidly in the 
older age groups, many of them will have to give up their insurance 
as they get along in age. The cost for many of them will be prohibi- 
tive, and they will find themselves without any insurance, whereas 
under this modified plan the costs would be more reasonable, and 
many more of them would be enabled to retain their insurance during 
a time when it was sorely needed by their families. 
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Mr. Barina. Thank you. 
Do any of you have any additional testimony at this time? 
Mr. Monk, do you have anything further to offer ? 
Mr. Monx. No, thank you, sir. 
Mr. Bartne. Mr. Monk, I appreciate your contribution. 
Also, I want to thank again the members of the Veterans’ Admin- 
istration for coming up here this morning. You can be sure that dur- 
ing the executive session on these bills we will take into consideration 
your testimony. Again I want to thank you all for appearing. 

Mr. Kwarr. Thank you, sir. 

Mr. Bartna. If there is no objection, a letter from the Comptroller 
General will be inserted at this point. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 23, 1960. 
B-142303. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, House of Representatives. 

Deak Mr. CHAIRMAN: Further reference is made to your letter of March 14, 
1960, requesting our comments on a number of bills submitted to your commit- 
tee to provide a 1-year period during which certain veterans may be granted na- 
tional service life insurance. This proposal is a matter for policy determina- 
tion by the Congress. However, we have the following comments for the com- 
mittee’s consideration. 

The provisions of S. 2675 and H.R. 10407, 86th Congress, 2d session, are rep- 
resentative of the proposals under consideration. These bills would amend title 
38 of the United States Code by adding a new section 725 captioned “Limited 
Period for Acquiring Insurance.” Under the proposed new section, veterans of 
World War II, the Korean war, and the period between those two conflicts, and 
certain disabled veterans would be allowed a 1-year period after July 1, 1960, 
in which to apply for national life insurance. These veterans have not hereto- 
fore availed themselves of the opportunity to obtain this insurance under present 
law or have allowed their insurance to lapse. 

Disabled veterans can obtain service disabled veterans’ insurance under 
present law provided they are discharged with a physical impairment that 
comes within the provisions of 38 U.S.C. 722(a). The physical impairment may 
not be less than 10 percent to qualify for insurance under these provisions; 38 
U.S.C. 722(a) provides principally that such disabled veterans can apply for 
service disabled veterans’ insurance within 1 year after their discharge from 
the service. Commercial-type insurance by private companies is generally 
available to the remainder of the veterans who would be covered by the bills and 
who for some reason failed to apply for or have dropped their NSLI insurance, 
subject to their meeting established physical requirements of the insurance com- 
panies. Under the bills, a nondisabled veteran who may apply for insurance 
must submit evidence satisfactory to the Administrator that he is in good health 
at the time of application. This requirement is essentially the same as would 
be applicable in applying for private insurance. 

In the hearings before the Select Committee on Survivor Benefits, House of 
Representatives (H. Res. 549), relative to Public Law 881, 84th Congress, there 
was a showing of a definite need to provide for the survivors of service-disabled 
veterans who died during peacetime as a result of their service-connected dis- 
abilities. The enactment of section 201 of Public Law 881, 84th Congress (38 
U.S.C. 410) provided that upon the death of a disabled veteran whose death was 
caused by a service-connected disability the Administrator of Veterans’ Affairs 
is required to pay dependency and indemnity compensation to the surviving 
widow, children, and dependent parents. That same law also covered military 
personnel under title II of the Social Security Act, which provides income to the 
surviving widow and children of persons who are insured under the latter act. 
Financial protection is therefore now afforded under two Federal programs for 
the survivors of those veterans who had sustained service-connected disabilities. 
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In discussing veterans’ insurance, the Bradley report, “Veterans’ Benefits in 
the United States,’ dated April 23, 1956, emphasizes that “* * * the Government 
should continue to provide insurance to veterans with service-connected disabili- 
ties which prevent them from obtaining commercial life insurance at standard 
rates, but the insurance for nondisabled veterans should be discontinued for 
future entrants. These same recommendations should apply to peacetime ex- 
servicemen as well as to wartime veterans.” Current law, expressed initially 
by Public Law 881, 84th Congress, essentially adopted the concepts urged by the 
Bradley report. 

The hearings before the Subcommittee on Insurance of the Committee on Vet- 
erans’ Affairs, House of Representatives, 85th Congress, 2d session, April 14 and 
15, 1958, showed that the Administrator of Veterans’ Affairs did not believe 
that the Government should reopen an insurance program for nondisabled vet- 
erans wo can readily purchase comparable coverage at reasonable rates from 
private companies. 

The Subcommittee on Veterans’ Insurance, House of Representatives, rejected 
in 1953, 1955, and 1958 the reopening of NSLI to veterans not having service- 
connected disabilities. This is evidence of a consistent policy not to reopen a 
postservice Government life insurance program when life insurance protection 
desired by a veteran can be purchased through private companies. 

The Bureau of the Budget has issued policy bulletins (55-4 and 57-7) stating 
that the Federal Government will not start or carry on any commercial activity 
which can be procured from private enterprise through ordinary business 
channels. 

It should be noted that H.R. 10407 and S. 2675 have been drafted so as to re- 
imburse the Government for administrative expenses sustained by the proposed 
extension of insurance coverage. Should any of the various bills receive favor- 
able consideration, we believe that it would be desirable to include appropriate 
provisions covering administrative expense. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


(Whereupon, at 10:55 a.m., the committee adjourned subject to 
call of the chairman. ) 
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